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Title  5— ADMINISTRATIVE 
PERSONNEL 

Chapter  I — Civil  Service  Commission 

part  6— exceptions  from  the 

COMPETITIVE  SERVICE 

Department  of  Justice 

Effective  upon  publication  in  the  Fed¬ 
eral  Register,  paragraph  (a)  (9)  of 
§  6.308  is  amended  as  set  out  below. 

§  6.308  Department  of  Justice. 

(a)  Office  of  the  Attorney  Gen¬ 
eral.  *  *  * 

(9)  Three  confidential  assistants  to 
the  Attorney  General. 

(RJ3.  1753,  sec.  2,  22  Stat.  403,  as  amended; 
6U.S.C.  631,633) 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  Mary  V.  Wenzel, 

Executive  Assistant  to 
the  Commissioners. 

[F.R.  Doc.  61-2931;  Piled.  Apr.  3,  1961; 
8:47  a.m.] 


PART  24— FORMAL  EDUCATION  RE¬ 
QUIREMENTS  FOR  APPOINTMENT 
TO  CERTAIN  SCIENTIFIC,  TECHNI¬ 
CAL,  AND  PROFESSIONAL  POSI¬ 
TIONS 

Speech  Pathologist  and  Audiologist 

Section  24.151  is  added  as  set  out 
below. 

§  24.151  Speech  Pathology  and/or  Au¬ 
diology,  GS— 665— 0  (all  grades). 

(a)  Educational  requirement.  Appli¬ 
cants  must  have  a  master’s  degree  from 
an  accredited  college  or  university  with 
a  major  (18  semester  hours  or  its  equi¬ 
valent)  in  speech  pathology  for  speech 
pathologist  positions,  or  in  audiology 
for  audiologist  positions,  or  in  either  one 
-for  the  combination  position  of  speech 
pathologist-audiologist. 

(b)  Duties.  The  speech  pathologist 
and  the  audiologist  perform  professional 
and  scientific  work  concerned  with  com¬ 
municative  disorders  of  patients  as  re¬ 
flected  in  impaired  hearing,  voice,  lan¬ 
guage,  or  speech.  They  provide  direct 
services  to  patients  in  the  clinical  eval¬ 
uation  and  resolution  of  these  disorders. 
Some  speech  pathologists  and  audiolo¬ 
gists  may  be  engaged  in  research  in 
speech  and  hearing;  a  few  may  be  en¬ 
gaged  in  administration  of  speech  and 
hearing  programs. 

(c)  Knowledge  and  training  requisite 
for  performance  of  duties.  The  duties 
of  the  speech  pathologist  and  audiologist 
require  for  effective  performance  a 
knowledge  of  i>sychology  as  applied  to 
problems  of  speech  and  hearing;  a 
knowledge  of  the  physiology  of  the  com¬ 
municative  organs;  a  specialized  knowl¬ 


edge  of  speech;  and  a  specialized  knowl¬ 
edge  of  hearing.  In  addition,  the  speech 
pathologist  and  the  audiologist  must 
have  had  clinical  practice  in  resolving 
problems  of  speech  and  hearing.  The 
specialized  knowledges  and  the  super¬ 
vised  clinical  practice  needed  are  avail¬ 
able  only  through  graduate  level  study  in 
universities  and  colleges,  therefore  ap¬ 
plicants  for  these  positions  must  have  a 
master’s  degree  with  a  major  in  speech 
pathology  or  in  audiology,  as  appropriate. 
(Sec.  11,  58  Stat.  390;  5  U.S.C.  860) 

United  States  Civil  Serv¬ 
ice  Commission, 

'  [seal]  Mary  V.  Wenzel, 

Executive  Assistant  to 
the  Commissioners. 

IF.R.  Doc.  61-2930;  Filed,  Apr.  3,  1961; 
8:47  a.m.] 

Title  6— AGRICULTURAL 
CREDIT 

Chapter  IV — Commodity  Stabilization 
Service  and  Commodity  Credit  Cor¬ 
poration,  Department  of  Agriculture 

SUBCHAPTER  B — LOANS,  PURCHASES,  AND 
OTHER  OPERATIONS 

[  1957  C.C.C.  Grain  Price  Support  Reseal  Loan 
Bulletin,  Extension  3] 

PART  421— GRAINS  AND  RELATED 
COMMODITIES 

Subpart — 1957-Crop  Reseal  Loan  Pro¬ 
grams  for  Corn  and  Wheat,  Ex¬ 
tension  3 

An  extension  of  the  reseal  loan  pro¬ 
gram  has  been  announced  for  the  1957 
crops  of  corn  and  wheat  for  the  1961-62 
storage  period.  'The  1957  C.C.C.  Grain 
Price  Support  Bulletin  1  (22  P.R.  2321) 
issued  by  the  Commodity  Credit  Corpo¬ 
ration  and  containing  the  general  re¬ 
quirements  with  respect  to  price  support 
operations  for  grains  and  related  com¬ 
modities  produced  in  1957  supplemented 
for  corn  and  wheat  containing  the 
specific  requirements  for  the  1957-crop 
price  support  programs  for  these  com¬ 
modities  are  hereby  further  supple¬ 
mented  as  follows; 

Sec. 

421.2887  Applicable  sections  of  1957  C.C.C. 

Grain  Price  Support  Bulletin  1 
and  commodity  supplements. 

42 1 .2888  Availability. 

421.2889  Eligible  producer. 

421.2890  Eligible  commodity. 

42 1 .289 1  Approved  storage. 

421.2892  Quantity  eligible  for  extended  re¬ 

seal  loan. 

421.2893  Service  charges. 

421.2894  Storage  and  track-loading  pay¬ 

ments. 

421.2895  Matmity  and  satisfaction. 

421.2896  Support  rates,  premiums  and  dis¬ 

counts. 


Authoritt:  §f  421.2887  to  421.2896  issued 
under  sec.  4,  62  Stat.  1070,  as  amended;  15 
UB.C.  714b.  Interpret  or  apply  sec.  6,  62 
Stat.  1072,  secs.  101,  401,  63  Stat.  1051,  1054; 

15  U.S.C.  714c,  7  U.S.C.  1441,  1421. 

§  421.2887  Applicable  sections  of  1957 
C.C.C.  Grain  Price  Support  Bulletin 
1  and  commodity  supplements. 

The  following  sections  of  the  1957 
C.C.C.  Grain  Price  Support  Bulletin  1 
published  in  (22  F.R.  2321)  shall  be  ap¬ 
plicable  to  the  1957  extended  reseal  loan 
programs  for  com  and  wheat  for  the 
1961-62  storage  period:  §§  421.2201, 
421.2211,  421.2212(b).  421.2213,  421.2214; 

§§  421.2215,  421.2216,  421.2217,  and 

421.2219.  Applicable  sections  of  the  in¬ 
dividual  commodity  supplements  are  as 
follows:  for  com,  §§421.2340  and 
421.2341  (22  F.R.  5521) ;  and  for  wheat. 
§§421.2240  and  421.2241  (22  F.R.  2405 
and  5733).  Other  sections  of  the  1957 
C.C.C.  Grain  Price  Support  Bulletin  1 
and  supplements  thereto  for  com  and 
wheat  shall  be  applicable  to  the  extent 
indicated  in  this  subpart. 

§  421.28888  Availability. 

(a)  Area  and  'scope.  This  extended 
reseal  loan  program  will  be  available  in 
the  following  areas  where  1957-crop 
com  or  wheat  are  under  reseal  loan  for 
the  1960-61  period  and  where  ASC  State 
committees  determine  that  the  com¬ 
modity  can  be  safely  stored  on  the  farm 
for  the  period  of  the  extended  reseal  loan 
and  that  it  will  be  advantageous  to  pro¬ 
ducers  and  CCC  to  permit  producers  to 
obtain  extended  reseal  loans : 

Name  of  Commodity  and  Area 

Wheat:  In  all  States  in  the  continental 
United  States  where  1957-crop  wheat  Is  under 
reseal  loan. 

Corn:  In  all  counties  in  the  continental 
United  States  where  1957-crop  corn  is  under 
reseal  loan  except  in  angoumois  moth  areas 
designated  by  the  ASC  State  committee. 

(b)  Time  and  source.  -  The  producer 
who  has  a  reseal  loan  for  the  1960-61 
period  and  who  desires  to  extend  such 
loan  must  make  application  to  the  office 
of  the  county  committee  which  approved 
his  reseal  loan  before  the  final  date  for 
delivery  specified  in  the  delivery  instruc¬ 
tions  issued  to  him  by  the  office  of  the 
county  committee. 

(c)  New  forms.  Where  required  by 
State  law  a  new  producer’s  note  and 
chattel  mortgage  shall  be  completed 
when  a  farm-storage  loan  is  extended. 
Where  new  forms  are  not  completed  ex¬ 
tension  of  the  reseal  loan  for  the  1961 
period  shall  not  affect  the  rights  of  CCC 
including  its  right  to  accelerate  the 
maturity  date  of  the  note  and  the  rightjj 
and  responsibilities  of  the  producer  as 
set  forth  in  this  subpart  and  in  the 
original  forms  completed  by  the 
producer. 

§  421.2889  Eligible  producer. 

An  eligible  producer  shall  be  any  in¬ 
dividual,  partnership,  association,  corpo- 
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ration,  estate,  trust,  or  other  business 
enterprise  or  legal  entity  and  wherever 
applicable  a  State,  political  subdivision 
of  a  State,  or  any  agency  thereof  pro¬ 
ducing  corn  or  wheat  in  1957  as  land- 
owner,  landlord,  tenant,  or  sharecropper 
who  has  in  effect  a  farm-storage  reseal 
loan  on  such  crop.  A  producer  shall  not 
qualify  as  an  eligible  producer  unless  he 
was  in  compliance  with  the  requirements 
for  eligibility  for  price  support  prescribed 
in  1957  C.C.C.  Corn  Bulletin  A  (22  F.R, 
3911)  in  the  case  of  corn  and  C.C.C. 
Wheat  Bulletin  A  (22  F.R.  3281)  in  the 
case  of  wheat  and  any  amendments 
thereto.  Executors,  administrators, 
trustees  or  receivers  who  represent  an 
eligible  producer  or  his  estate  may  qual¬ 
ify  to  participate  in  this  program  pro¬ 
vided  the  reseal  documents  executed  by 
them  are  legally  valid.  Where  the 
county  committee  has  experienced  difiB- 
culties  in  settling  farm-storage  loans 
with  a  producer  the  county  committee 
shall  determine  that  he  is  not  eligible 
for  an  extension  of  his  reseal  loan  under 
this  program. 

§  421.2890  Eligible  eoniniodity. 

(a)  Requirements  of  eligibility.  The 
commodity  (1)  must  be  in  farm-storage 
presently  under  a  reseal  loan  and  (2) 
must  meet  the  following  quality  eligi¬ 
bility  requirements. 

Name  of  Commodity  and  Eligibility 
Requirements 

Corn:  The  corn  (1)  must  meet  the  re¬ 
quirements  set  forth  in  §  421.2338  (a),  (ti), 
(c),  (d),  and  (e)(3):  (2)  must  grade  No.  3 
or  better  or  No.  4  on  the  factor  of  test  weight 
only,  but  otherwise  No.  3  or  better,  and  must 
contain  not  in  excess  of  16.0  percent  mois¬ 
ture  in  the  case  of  ear  corn  nor  in  excess  of 
14.0  percent  moisture  in  the  case  of  shelled 
corn. 

Wheat:  The  wheat  (1)  must  meet  the  re¬ 
quirements  set  forth  in  §421.2238  (a),  (b), 
^  (c),  and  (d)  and  must  not  grade  Tough, 
Weevily,  Ergoty  or  Treated. 

(b)  Inspection.  If  a  producer  makes 
application  to  extend  his  reseal  loan  for 
the  1961-62  period  the  commodity  loan 
inspector  shall  reinspect  the  commodity 
and  the  farm-storage  structure  in  which 
the  commodity  is  stored.  If  recom¬ 
mended  by  either  the  commodity  loan 
inspector  or  the  producer,  a  sample  of 
the  commodity  shall  be  taken  and  sub¬ 
mitted  for  grade  analysis. 

§  421.2891  Approved  storage. 

For  any  extended  reseal  loans  the 
commodity  must  be  stored  in  structures 
which  meet  the  requirements  for  farm- 
storage  loans  as  provided  in  §  421.2206 
(a).  Consent  for  storage  for  any  reseal 
loans  extended  must  be  obtained  by  «he 
producer  for  a  period  of  60  days  follow¬ 
ing  the  applicable  maturity  date  of  the 
extended  reseal  loans  for  the  commodity, 
if  the  structure  is  owned  or  controlled 
by  someone  other  than  the  producer,  or 
if  the  lease  expires  prior  to  60  days  fol¬ 
lowing  the  maturity  date  of  the  extended 
reseal  loan. 

§  421.2892  Quantity  eligible  for  ex¬ 
tended  reseal  loan. 

The  quantity  of  the  commodity  eligi¬ 
ble  for  an  extended  reseal  loan  shall  be 
the  quantity  shown  on  the  original  note 
and  chattel  mortgage  less  (a)  any  quan¬ 


tity  delivered  not  including  the  quantity 
represented  by  overdelivery  for  which 
overrun  payment  is  made  and  (b)  the 
quantity  redeemed. 

§  421.2893  Service  charges. 

When  a  reseal  loan  is  extended  for 
the  1961-62  period,  the  producer  will 
not  be  required  to  pay  an  additional 
service  charge. 

§  421.2894  Storage  and  track-loading 
payments. 

(a)  Storage  payment  for  1960-61 
storage  period.  (DA  producer  who  ex¬ 
tends  his  reseal  loan  for  the  1961-62 
period  will  at  the  time  of  such  extension 
receive  a  payment  for  storage  earned 
during  the  1960-61  reseal  loan  period. 
This  payment  will  be  disbursed  by  the 
ASC  county  oflBce  and  will  be  computed 
at  the  rate  of  14  cents  per  bushel  for 
com  and  wheat  less  any  advance  storage 
payments  made  to  the  producer  under 
the  provisions  of  §  421.2884(b)  (3). 

(2)  Upon  delivery  of  1957-crop  corn 
or  wheat  to  CCC  the  actual  quantity 
of  such  commodity  held  in  farm  storage 
under  the  extended  reseal  loan  program 
will  be  determined  by  weighing.  The 
storage  payments  earned  by  the  pro¬ 
ducer  covering  the  1958-59,  1959-60,  and 

1960- 61  storage  periods  will  be  recom¬ 
puted  on  the  basis  of  the  actual  quantity 
determined  to  have  been  in  storage  dur¬ 
ing  such  periods.  Any  amount  due  the 
producer  for  such  storage  on  the  quan¬ 
tity  delivered  in  excess  of  the  quantity 
stated  in  the  documents  for  the  reseal 
loans  or  any  extension  thereof  will  be 
regarded  as  an  additional  credit  in  ef¬ 
fecting  settlement  with  the  producer. 
The  amoimt  of  any  overpayment  which 
is  determined  to  have  been  made  to  the 
producer  at  the  time  of  any  extension 
of  the  reseal  loan  shall  be  collected  from 
the  producer. 

(3)  No  storage  payment  will  be  made 
for  the  1960-61  reseal  loan  period  (i) 
where  the  producer  has  made  any  false 
representation  in  the  loan  documents  or 
in  obtaining  the  loan,  (ii)  where  during 
or  prior  to  the  1960-61  reseal  loan  period, 
the  commodity  has  been  abandoned  or 
the  commodity  was  damaged  or  other¬ 
wise  impaired  due  to  negligence  on  the 
part  of  the  producer,  or  (iii)  where 
during  or  prior  to  the  1960-61  reseal 
loan  period  the  commodity  was  converted 
by  the  producer  or  at  any  time  subse¬ 
quent  thereto  there  was  conversion  of 
the  commodity  by  the  producer. 

(b)  Storage  payment  for  1961-62  stor¬ 
age  period.  A  storage  payment  for  the 

1961- 62  reseal  storage  period  will  be 
made  as  follows: 

(1)  Storage  payment  for  full  reseal 
period.  A  storage  payment  at  the  rate 
of  14  cents  per  bushel  for  corn  and  wheat 
will  be  made  to  the  producer  on  the 
quantity  involved  if  he  (i)  redeems  the 
commodity  from  the  loan  on  or  after  the 
maturity  date  of  the  extended  reseal 
loan,  (ii)  delivers  the  commodity  to  CCC 
on  or  after  the  maturity  date  of  the  ex¬ 
tended  reseal  loan,  or  (iii)  delivers  the 
commodity  to  CCC  prior  to  the  maturity 
date  of  the  extended  reseal  loan  pur¬ 
suant  to  demand  by  CCC  for  repayment 
of  the  loan  solely  for  the  convenience  of 
CCC. 


(2)  Prorated  storage  payment.  A  stor¬ 
age  payment  determined  by  prorating 
the  yearly  rate  according  to  the  length 
of  time  the  commodity  was  in  store  after 
March  31,  1961,  for  wheat  and  after 
July  31,  1961,  for  corn  will  be  made  to 
the  producer,  (i)  in  the  case  of  loss  as¬ 
sumed  by  CCC  under  the  provisions  of  ' 
the  loan  program,  (ii)  in  the  case  of 
the  commodity  redeemed  from  an  ex¬ 
tended  reseal  loan  prior  to  the  maturity 
date  for  such  loan  and  (iii)  in  the  case 

of  the  coimnodity  delivered  to  CCC  prior 
to  the  maturity  date  of  the  extended  re-  L 
seal  loan  pursuant  to  CCC’s  demand  and  | 
not  solely  for  the  convenience  of  CCC  or  \ 
upon  the  request  of  the  producer  and  ) 
with  the  approval  of  CCC. 

The  prorated  storage  payment  will  be 
computed  at  the  daily  rate  of  $0.00038 
per  bushel  for  corn  and  wheat  but  not 
to  exceed  the  amount  specified  in  sub-  | 
paragraph  (1)  of  this  paragraph.  In  [ 
the  case  of  losses  assumed  by  CCC  the  | 
period  for  computing  the  storage  pay-  j 
ment  will  end  on  the  date  of  the  loss;  1 
and  in  the  case  of  redemptions,  on  the  ! 
date  of  repayment.  f 

(3)  No  storage  payments.  Notwith-  f 
standing  the  foregoing  provisions  of  this  [ 
paragraph  in  no  case  will  any  storage  | 
payment  be  made  for  the  1961-62  stor-  j 
age  period  where  the  producer  has  made  \ 
any  false  representation  in  the  loan  doc-  | 
uments  or  in  obtaining  the  loan  or  in 
settlement  or  deliveries  under  the  loan 
or  where  during  or  prior  to  such  period, 

(i)  the  commodity  has  been  abandoned,  ' 

(ii)  there  has  been  conversion  on  the 
part  of  the  producer,  or  (iii)  the  com¬ 
modity  was  damaged  or  otherwise  im¬ 
paired  due  to  negligence  on  the  part  of 
the  producer. 

(c)  Track-loading  payment.  A  track-  i 
loading  payment  of  3  cents  per  bushel 
will  be  made  to  the  producer  on  corn  and 
wheat  delivered  to  CCC  in  accordance 
with  instructions  of  the  county  commit-  ; 
tee,  on  track  at  a  country  point. 

§  421.2895  Maturity  and  satisfaction.  ■ 

(a)  Loans  will  mature  on  demand  but  r 
not  later  than  March  31, 1962,  for  wheat;  i 
and  July  31,  1962,  for  corn.  The  pro-  I 
ducer  must  pay  off  his  loan,  plus  interest,  I 
on  or  before  the  maturity  of  the  loan  or  ! 
deliver  the  mortgaged  commodity  in  ac-  i 
cordance  with  the  instructions  of  the  ^ 
county  oflBce.  If  the  producer  desires  to  ? 
deliver  the  commodity  he  should,  prior  i 
to  maturity,  give  the  county  office  no¬ 
tice  in  writing  of  his  intention  to  do  so. 

The  producer  may,  however,  pay  off  his 
loan  and  redeem  his  commodity  at  any 
time  prior  to  the  delivery  of  the  com¬ 
modity  to  CCC  or  removal  of  the  com¬ 
modity  by  CCC.  Credit  will  be  given  at 
the  applicable  settlement  value  accord¬ 
ing  to  the  grade  and  quality  for  the  totfil 
quantity  eligible  for  delivery.  Delivery 
of  the  commodity  will  be  accepted  only 
from  the  structure(s)  in  which  the  com¬ 
modity  under  extended  reseal  loan  is 
stored,  and  the  producer  shall  not  in¬ 
clude  in  the  quantity  of  the  commodity 
delivered  in  settlement  of  a  loan  any 
commodity  which  has  been  added  to  or 
substituted  for  the  commodity  covered 
by  the  loan  documents.  The  provisions  i 
of  §  421.2218  (a)  and  (d)  shall  be  appli-  | 
cable  to  all  commodities.  The  provi-  | 
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sions  for  corn  in  §  421,2346  (a)(1)  (d) 
and  (f) ;  and  for  wheat  in  §  421.2246 

(a)(1),  <2),  (3),  (4),  and  (5)  and 

(e)  and  (g)  shall  apply. 

(b)  The  making  of  any  fraudulent 
representation  by  the  producer  in  con¬ 
nection  with  settlement  or  deliveries  un¬ 
der  the  loan  shall  render  the  producer 
personally  liable,  aside  from  any  addi¬ 
tional  liability  under  criminal  and  civil 
frauds  statutes,  for  the  amount  of  the 
loan,  for  any  additional  amounts  paid  to 
the  producer  on  the  commodity,  and  for 
all  costs  which  the  Corporation  would 
not  have  incurred  had  it  not  been  for  the 
producer’s  fraudulent  representation, 
together  with  interest  at  the  rate  of  6 
percent  per  annum  on  such  amounts 
from  the  date  of  disbursement.  For  the 
purpose  of  establishing  any  deficiency 
remaining  due  in  the  event  the  producer 
has  made  any  such  fraudulent  represen¬ 
tation,  the  value  of  the  commodity  de¬ 
livered  to  the  corporation  under  the  loan 
or  removed  by  the  Corporation,  shall  be 
the  market  value,  as  determined  by  the 
Corporation,  on  the  date  of  delivery  or 
removal,  or  the  sales  price  if  the  com¬ 
modity  is  sold  by  CCC  in  order  to  deter¬ 
mine  its  market  value. 

§  421.2896  Support  rates,  premiums  and 
discounts. 

(a)  The  support  rate  for  an  extended 
reseal  loan  shall  remain  the  same  as  for 
the  original  loan. 

(b)  The  applicable  discounts  or  pre¬ 
miums  established  for  variation  in  qual¬ 
ity  and  classification  as  shown  for  corn 
in  §  421.2347(b)  (1)  and  (3);  and  for 
wheat  in  §  421.2243(d)  (3)  and  (4)  shall 
apply  in  settlement  of  loan  on  such  com- 
mc^ities. 

§  421.2897  Death,  incompetency  and 
disappearance. 

In  case  of  the  death,  incompetency  or 
disappearance  of  any  producer  who  is 
entitled  to  the  pasunent  of  any  sum  un¬ 
der  these  regulations  the  payment  of 
such  sum  shall  be  made  to  the  person  or 
persons  who  would  be  entitled  to  such 
producer’s  payment  under  the  regula¬ 
tions  contained  in  §§  472,1051  to  472.1054 
of  this  chapter  (Payment  Program  for 
Shorn  Wool  and  Unshorn  Lambs,  24  P.R. 
649,  January  30, 1959,  as  amended) ,  upon 
proper  application  to  the  ofELce  of  the 
county  committee  which  made  the  loan. 
Application  forms  may  be  obtained  from 
the  ofiBce  of  the  county  committee. 

Issued  this  30th  day  of  March  1961. 

H.  D.  Godfrey, 
Executive  Vice  President, 
Commodity  Credit  Corporation. 

IP.R.  Doc.  61-2950;  Piled,  Apr.  3,  1961; 

8:51  a.m.]  . 

{1959  C.C.C.  Grain  Price  Support  Reseal  Loan 
Bulletin,  Extension  1] 

PART  421— GRAINS  AND  RELATED 
COMMODITIES 

Subpart — 1959-Crop  Reseal  Loan  Pro¬ 
grams  for  Barley,  Corn,  Grain  Sor¬ 
ghums  and  Wheat,  Extension  1 

Extended  reseal  loan  programs  have 
been  announced  for  the  1959  crops  of 
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barley,  corn,  grain  sorghums  and  wheat 
for  the  1961-62  storage  period.  The 
1959  C.C.C.  Grain  Price  Support  Bulletin 
1  (23  F.R.  9651)  issued  by  Commodity 
Credit  Corporation  and  containing  the 
•general  requirements  with  respect  to 
price  support  operations  for  grains  and 
related  commodities  produced  in  1959, 
supplemented  for  barley,  corn,  grain 
sorghums  and  wheat  containing  the 
specific  requirements  for  the  1959-crop 
price  support  programs  for  these  com¬ 
modities  are  hereby  further  supple¬ 
mented  as  follows: 

Sec. 

421.4571  Applicable  sections  of  1959  C.C.C. 

Grain  Price  Support  Bulletin  1 
and  commodity  supplements. 

421.4572  Availability. 

421.4573  Eligible  producer. 

421.4574  Eligible  commodity. 

421.4575  Approved  storage. 

421.4576  Approved  forms. 

421.4577  Quantity  eligible  for  reseallng. 

421.4578  Additional  service  charges. 

421.4579  Transfer  of  producer’s  equity. 

421.4580  Storage  and  track-loading  pay¬ 

ments. 

421.4581  Maturity  and  satisfaction. 

421.4582  Support  rates,  premlToms  and 

discounts. 

Authority:  §§421.4571  to  421.4582  issued 
imder  sec.  4,  62  Stat.  1070,  as  amended;  15 
U.S.C.  714b.  Interpret  or  apply  sec.  5,  62 
Stat.  1072,  secs.  101,  105,  301,  401,  63  Stat. 
1051,  1054  as  amended;  15  U.S.C,  714c;  7 
U.S.C.  1421,  1441,  1447. 

§  421.4571  Applicable  sections  of  1959 
C.C.G  Grain  Price  Support  Bulletin 
1  and  commodity  supplements. 

The  following  sections  of  the  1959 
C.C.C,  Grain  Price  Support  Bulletin  1,  as 
amended,  published  in  (23  F.R.  9651) 
shall  be  applicable  to  the  1959  extended 
reseal  loan  programs  for  barley,  corn, 
grain  sorghums,  and  wheat:  §§  421.4001, 
421.4008,  421.4010,  421.4011,  421.4013, 
421.4014,  421.4015,  421.4016,  421.4017, 
421.4019.  Applicable  sections  of  the  in¬ 
dividual  commodity  supplements  are  as 
follows:  For  barley,  §§  421.4080  and 
421.4081  (24  F.R.  3027) ;  for  corn, 

§§421.4140  and  421.4141  (24  FM.  4199 
and  10249) :  for  grain  sorghums,  §§  421,- 
4230  and  421.4231  (24  F.R.  3031) ;  and  for 
wheat,  §§  421.4040  and  421.4041  (24  F.R. 
1633).  Other  sections  of  the  1959  C.C.C. 
Grain  Price  Support  Bulletin  1  and  sup¬ 
plements  thereto  for  barley,  corn,  grain 
sorghums  and  wheat  shall  be  applicable 
to  the  extent  indicated  in  this  subpart. 

§  421.4572  Availability. 

(a)  Area  and  scope.  The  extended  re¬ 
seal  loan  program  will  be  available  in  the 
following  areas  where  ASC  State  com¬ 
mittees  determine  that  the  commodity 
can  be  safely  stored  on  farms  for  the 
period  of  the  extended  reseal  loan  and 
that  it  will  be  advantageous  to  producers 
and  CCC  to  permit  producers  to  obtain 
extended  reseal  loans: 

Name  of  Commodity  and  Area 

Barley,  grain  sorghums  and  wheat:  In  all 
States  in  the  continental  United  States  where 
such  1959  crops  are  under  reseal  loan.  Corn: 
In  all  counties  in  the  continental  United 
States  where  1959-crop  corn  is  under  reseal 
loan  except  in  angoumois  moth  areas  desig¬ 
nated  by  the  ASC  State  committee. 
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(b)  Time  and  source.  The  producer 
who  has  a  reseal  loan  and  who  desires  to 
extend  such  loan  must  make  application 
to  the  office  of  the  county  committee 
which  approved  his  reseal  loan  before 
the  final  date  for  delivery  specified  in  the 
delivery  instructions  issu^  to  him  by 
the  office  of  the  county  committee. 

(c)  New  forms.  Where  required  by 
State  law  a  new  producer’s  note  and 
chattel  mortgage  shall  be  completed 
when  a  farm-storage  loan  is  extended. 
Where  new  forms  are  not  completed,  ex¬ 
tension  of  the  reseal  loan  for  the  1961-62 
period  shall  not  effect  the  rights  of  CCC 
including  its  right  to  accelerate  the  ma¬ 
turity  date  of  the  note  and  the  rights 
and  responsibilities  of  the  producer  as 
set  forth  in  this  subpart  and  in  the  orig¬ 
inal  forms  completed  by  the  producer. 

§  421.4573  Eligibile  producer. 

An  eligible  producer  shall  be  an  indi¬ 
vidual,  partnership,  association,  corpo¬ 
ration,  estate,  trust,  or  other  business 
enterprise,  or  legal  entity,  and  wherever 
applicable  a  State,  political  subdivision 
of  a  State,  or  any  agency  thereof  pro¬ 
ducing  barley,  corn,  grain  sorghums,  or 
wheat  in  1959  as  landowner,  landlord, 
tenant,  or  sharecropper,  who  has  in  ef¬ 
fect  a  farm-storage  reseal  loan  on  such 
crop.  In  the  case  of  wheat,  a  producer 
shall  not  qualify  as  an  ehgible  producer 
unless  he  was  in  compliance  with  the 
requirements  for  eligibility  for  price  sup¬ 
port  prescribed  in  1959  C.C.C.  Wheat 
Bulletin  A  (24  FJl.  3813)  and  any 
amendments  thereto.  Executors,  admin¬ 
istrators,  trustees,  or  receivers  who  rep¬ 
resent  an  eligible  producer  or  his  estate 
may  qualify  to  participate  in  this  pro¬ 
gram  provided  the  reseal  documents 
executed  by  them  are  legally  valid. 
Where  the  county  committee  has  experi¬ 
enced  difficulties  in  settling  farm-storage 
loans  with  a  producer  the  county  com¬ 
mittee  shall  determine  that  he  is  not 
eligible  for  an  extension  of  his  reseal  loan 
under  this  program. 

(a)  Requirements  of  eligibility.  ’The 
commodity  (1)  must  be  in  farm  storage 
presently  under  reseal  loan  and  (2)  must 
meet  the  following  quality  eligibility  re¬ 
quirements: 

Name  of  Commodity  and  Eligibility 
Requirements 

Barley;  The  barley  (1)  must  meet  the  re¬ 
quirements  set  forth  in  §  421.4078  (a)  and 

(b) ;  (2)  must  be  of  any  class  grading  No.  4 
or  better  (or  No.  4  Garlicky  or  better)  ex¬ 
cept  that  Western  Barley  shaU  have  a  test 
weight  of  not  less  than  40  pounds  per  bushel; 
(3)  must  not  grade  Tough,  Weevily,  Stained 
if  Western  Barley,  Blighted,  Bleached,  Ergoty 
or  Smutty;  and  (4)  must  not  contain  mer¬ 
curial  compounds  or  other  substances  poi¬ 
sonous  to  man  or  animals. 

Corn:  The  corn  (1)  must  meet  the  re¬ 
quirements  set  forth  in  §421.4138  (a),  (b), 

(c) ,  and  (d);  (2)  must  grade  No.  3  or  better 
or  No.  4  on  the  factor  of  test  weight  only 
but  otherwise  No.  3  or  better;  (3)  must  con¬ 
tain  not  in  excess  of  16.0  percent  moisture 
in  the  case  of  ear  corn  nor  in  excess  of  14.0 
percent  moisture  in  the  case  or  shelled  corn; 
and  (4)  must  not  grade  Weevily. 

Grain  Sorghums:  The  grain  sorghums  (1) 
must  meet  the  requirements  set  forth  in 
§  421.4228(a)  (b):  (2)  must  be  of  any  class 
grading  No.  4  or  better.  No.  4  Smutty  or 
better,  or  No.  4  discolored  or  better;  (3) 
must  not  grade  Weevily  or  contain  mercurial 
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compounds  or  other  substances  poisonous 
to  man  or  animals;  and  (4)  must  not  be  In 
excess  of  13  percent  molstxue. 

Wheat:  The  wheat  (1)  mmt  meet  the 
eligibility  requirements  set  fcx-th  in  §  421.- 
4038  (a),  (b),  and  (d);  (2)  must  be  of  a 
class  grading  No.  3  or  better  or  any  class 
grading  No.  4  or  5  on  the  factor  of  test 
weight  and/or  because  of  containing  Dvinun 
and/or  Bed  Durum,  but  otherwise  grading 
No.  3  or  better;  (3)  may  be  wheat  of  the 
class  Mixed  Wheat  consisting  of  mixtures 
of  grades  of  eligible  wheat  as  stated  above 
provided  such  mixtures  are  the  natural 
products  of  the  field;  and  (4)  must  not  grade 
Tough,  Weevily,  Ergoty,  or  Treated. 

(b)  Inspection.  If  a  producer  makes 
application  to  extend  his  reseal  loan  for 
the  1961-62  period,  the  commodity  loan 
inspector  shall  reinspect  the  commodity 
and  the  farm  storage  structure  in  which 
the  commodity  is  stored.  If  recom¬ 
mended  by  either  the  commodity  loan 
inspector  or  the  producer,  a  sample  of 
the  commodity  shall  be  taken  and  sub¬ 
mitted  for  grade  analysis. 

§  421.4575  Approved  storage. 

The  commodity  must  be  stored  in 
structures  which  meet  the  requirements 
for  farm-storage  loans  as  provided  in 
§  421.4006(a).  Consent  for  storage  for 
any  loans  extended  must  be  obtained  by 
the  producer  for  a  period  of  60  days  fol¬ 
lowing  the  applicable  maturity  date  of 
the  extended  reseal  loan  for  the  com¬ 
modity,  if  the  structure  is  owned  or  con¬ 
trolled  by  someone  other  than  the 
producer  or  if  the  lease  expires  prior  to 
60  days  following  the  maturity  date  of 
the  extended  reseal  loan. 

§  421.4576  Quantity  eligible  for  ex¬ 
tended  reseal  loan. 

The  quantity  of  the  commodity  eligible 
for  an  extendi  reseal  farm-storage  loan 
shall  be  the  quantity  shown  on  the  origi¬ 
nal  note  and  chattel  mortgage  less  (a) 
any  quantity  delivered  not  including  the 
quantity  represented  by  overdelivery  for 
which  overrun  pasment  is  made  and  (b) 
the  quantity  redeemed. 

§  421.4577  Service  charges. 

When  a  reseal  loan  is  extended,  the 
producer  will  not  be  required  to  pay  an 
additional  service  charge. 

§  421.4578  Transfer  of  producer’s 
equity. 

The  producer  shall  not  transfer  either 
his  remaining  interest  in  or  his  right  to 
redeem  the  commodity  mortgaged  as 
security  for  an  extended  reseal  loan  nor 
shall  anyone  acquire  such  interest  or 
right.  Subject  to  the  provisions  of 
§  421.4017  regarding  partial  redemption 
of  loans,  a  producer  who  wishes  to  liqui¬ 
date  all  or  part  of  his  loan  by  contracting 
for  the  sale  of  the  commodity  must  ob¬ 
tain  written  prior  approval  of  the  county 
committee  on  Commodity  Loan  Form  12 
to  remove  the  commodity  from  storage 
when  the  proceeds  of  the  sale  are  needed 
to  repay  all  or  any  part  of  the  loan. 
Any  such  approval  shall  be  subject  to 
the  terms  and  conditions  set  out  in  Com¬ 
modity  Loan  Form  12,  copies  of  which 
may  be  obtained  by  producers  or  pro¬ 
spective  purchasers  at  the  office  of  the 
county  committee. 


§  421.4579  Storage  and  track-loading 
payments. 

(a)  Storage  payment  lor  1960-61  stor¬ 
age  period.  (DA  producer  who  extends 
his  reseal  loan  for  the  1961-62  period 
will  at  the  time  of  such  extension  receive 
a  payment  for  storage  earned  during  the 
1960-61  reseal  loan  period.  This  pay¬ 
ment  will  be  disbursed  by  the  ASC 
county  office  and  will  be  computed  as 
follows;  14  cents  per  bushel  for  barley, 
corn  and  wheat  and  24  cents  per  hun¬ 
dredweight  for  grain  sorghums  less  any 
advance  storage  pasunents  made  to 
the  producers  under  the  provisions  of 
§  421.4560(a)  (3). 

(2)  Upon  delivery  of  1959 -crop  barley, 
com,  grain  sorghums  or  wheat  to  CCC, 
the  actual  quantity  of  such  commodity 
held  in  farm-storage  under  the  extended 
reseal  loan  program  will  be  determined 
by  weighing.  The  storage  paimaent 
earned  by  the  producer  covering  the 

1960- 61  storage  period  will  then  be  re¬ 
computed  on  the  basis  of  actual  quantity 
determined  to  have  been  covered  by  the 
extended  reseal  loan.  Any  amount  due 
the  producer  for  such  storage  on  the 
quantity  delivered  in  excess  of  the  quan¬ 
tity  stated  in  the  extended  reseal  loan 
documents  will  be  regarded  as  an  addi¬ 
tional  credit  in  effecting  settlement  with 
the  producer.  The  amount  of  any  over¬ 
payment  which  is  determined  to  have 
been  made  to  the  producer  at  the  time 
the  reseal  loan  was  extended  shall  be 
collected  from  the  producer. 

(3)  No  storage  payment  will  be  made 
for  the  1960-61  reseal  loan  period  (i) 
where  the  producer  has  made  any  false 
representation  in  the  loan  documents 
or  in  obtaining  the  loan,  (ii)  where  dur¬ 
ing  or  prior  to  the  1960-61  reseal  loan 
period,  the  commodity  has  been  aban¬ 
doned  or  the  commodity  was  damaged 
or  otherwise  impaired  due  to  negligence 
on  the  part  of  the  producer,  or  (iii) 
where  during  or  prior  to  the  1960-61 
reseal  loan  period  the  commodity  was 
converted  by  the  producer  or  at  any  time 
subsequent  thereto  there  was  conversion 
of  the  commodity  by  the  producer  with 
intent  to  defraud  CCC. 

(b)  Storage  payment  for  1961-62  stor¬ 
age  period.  A  storage  payment  for  the 

1961- 62  extended  reseal  storage  period 
will  be  made  as  follows: 

(1)  Storage  payment  for  full  extended 
reseal  period.  A  storage  payment  in  the 
amount  of  14  cents  per  bushel  for  barley, 
corn  and  wheat  and  24  cents  per  hun¬ 
dredweight  for  grain  sorghums  will  be 
made  to  the  producer  on  the  quantity 
involved  if  he  (i)  redeems  the  commod¬ 
ity  from  the  loan  on  or  after  the  ma¬ 
turity  date  of  the  extended  reseal  loan, 
(ii)  delivers  the  commodity  to  CCC  on 
or  after  the  maturity  date  of  the  extend¬ 
ed  reseal  loan,  or  (iii)  delivers  the  com¬ 
modity  to  CCC  prior  to  the  maturity 
date  of  the  extended  reseal  loan  pursu¬ 
ant  to  demand  by  CCC  for  repayment 
of  the  loan  solely  for  the  convenience  of 
CCC. 

(2)  Prorated  storage  payment.  A 
storage  payment  determined  by  prorat¬ 
ing  the  yearly  rate  according  to  the 
length  of  time  the  commodity  was  in 
store  for  the  period  beginning  on  the 


day  subsequent  to  the  maturity  date  ap¬ 
plicable  to  the  reseal  loan  (March  3i, 
1961,  for  wheat  and  grain  sorghums; 
April  30, 1961,  for  barley,  except  for  bar¬ 
ley  in  Arizona  and  California  March  10, 
1961;  and  July  31,  1961,  for  com)  wili 
be  made  to  the  prc^ucer,  (i)  in  the  case 
of  loss  assumed  by  CCC  under  the  pro¬ 
visions  of  the  loan  program,  (ii)  in  the 
case  of  the  commodity  redeemed  from 
extended  reseal  loan  prior  to  the  matur¬ 
ity  date  for  such  loan  and  (iii)  in  the 
case  of  the  commodity  delivered  to  CCC 
prior  to  the  maturity  date  of  the  ex- 
tended  reseal  loan  pursuant  to  CCC’s 
demand  and  not  solely  for  the  conven¬ 
ience  of  CCC  or  upon  the  request  of  the 
producer  and  with  the  approval  of  CCC. 
The  prorated  storage  payment  will  be 
computed  at  the  daily  rate  of  $0.00038 
per  bushel  for  barley,  corn  and  wheat 
and  $0.00066  per  himdredweight  for 
grain  sorghums  but  not  to  exceed  the 
amount  specified  in  subparagraph  (1) 
of  this  paragraph.  In  the  case  of  losses 
assumed  by  CCC,  the  period  for  comput¬ 
ing  the  storage  payment  shall  end  on  the 
date  of  the  loss,  and  in  the  case  of  re¬ 
demptions,  on  the  date  of  repayment. 

(3)  No  storage  payments.  Notwith¬ 
standing  the  foregoing  provisions  of  this 
paragraph,  in  no  case  will  any  storage 
payment  be  made  for  the  1961-62  ex¬ 
tended  reseal  loan  storage  period  where 
the  producer  has  made  any  false  repre¬ 
sentation  in  the  loan  documents  or  in 
obtaining  the  loan  or  in  deliveries  or 
settlement  under  the  loan,  or  where  dur¬ 
ing  or  prior  to  such  period,  (i)  the  com¬ 
modity  has  been  abandoned,  (ii)  there 
has  been  conversion  on  the  part  of  the 
producer,  or  (iii)  the  commodity  was 
damaged  or  otherwise  impaired  due  to 
negligence  on  the  part  of  the  producer. 

(c)  Track-loading  payment.  A  track¬ 
loading  payment  of  3  cents  per  bushel 
will  be  made  to  the  producer  on  barley, 
corn,  and  wheat,  and  6  cents  per  100 
pounds  for  grain  sorghiuns  delivered  to 
CCC  in  accordance  with  instructions  of 
the  coimty  committee,  on  track  at  a 
country  point. 

§  421.4.580  Maturity  and  satisfaction. 

(a)  Loans  will  mature  on  demand  but 
not  later  than  March  31,  1962,  for  wheat 
and  grain  sorghums;  April  30,  1962,  for 
barley  (March  10, 1962  for  barley  in  Ari¬ 
zona  and  California) ;  and  July  31,  1962 
for  corn.  The  producer  must  pay  off  his 
loan,  plus  interest,  on  or  before  the 
maturity  of  the  loan  or  deliver  the  mort¬ 
gaged  commodity  in  accordance  with  the 
instructions  of  the  county  office.  If  the 
producer  desires  to  deliver  the  commod¬ 
ity  he  should,  prior  to  maturity,  give  the 
county  office  notice  in  writing  of  his 
intention  to  do  so.  The  producer  may, 
however,  pay  off  his  extended  reseal  loan 
and  redeem  his  commodity  at  any  time 
prior  to  the  delivery  of  the  commodity 
to  CCC  or  removal  of  the  commodity  by 
CCC.  Credit  will  be  given  at  the  appli¬ 
cable  settlement  value  according  to  the 
grade  and  quality  for  the  total  quantity 
eligible  for  delivery.  Delivery  of  the 
commodity  will  be  accepted  only  from 
the  structure  (s)  in  which  the  commodity 
under  extended  reseal  loan  is  stored,  and 
the  producer  shall  not  include  in  the 
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quantity  of  the  commodity  delivered  in 
settlement  of  a  loan  any  commodity 
which  has  been  added  to  or  substituted 
for  the  commodity  covered  by  the  loan 
documents.  The  provisions  of  §  421.4018 
(a)  and  (d)  shall  be  applicable  to  all 
commodities.  The  provisions  for  barley 
in  §421.4086  (a)(1),  (b)  (2),  (3)  and 
(4)  and  (e)  and  (g) ;  for  corn  in 
§  421.4146  (a)(1),  (d),  and  (f ) ;  for 
wheat  in  §  421.4046  (a)(1),  (b)  (2),  (3), 
(4),  and  (5),  (e)  and  (g) ;  and  for  grain 
sorghums  in  §  421.4236  (a)(1),  (b)  (2), 
(3),  and  (4),  (e)  and  (g)  shall  apply. 

(b)  The  making  of  any  fraud^ent 
representation  by  the  producer,  in  con¬ 
nection  with  settlement  or  deliveries 
under  the  loan  shall  render  the  producer 
personally  liable,  aside  from  any  addi¬ 
tional  liability  under  criminal  and  civil 
frauds  statutes,  for  the  amount  of  the 
loan,  for  any  additional  amounts  paid  to 
the  producer  on  the  commodity,  and  for 
all  costs  which  the  Corporation  would 
not  have  incurred  had  it  not  been  for  the 
producer’s  fraudulent  representation,  to¬ 
gether  with  interest  at  the  rate  of  6 
percent  per  annum  on  such  amounts 
from  the  date  of  disbmsement.  For  the 
purpose  of  establishing  any  deficiency 
remaining  due  in  the  event  the  producer 
has  made  any  such  fraudulent  repre¬ 
sentation,  the  value  of  the  commodity 
delivered  to  the  corporation  under  the 
loan  or  removed  by  the  Corporation, 
shall  be  the  market  value,  as  determined 
by  the  Corporation,  on  the  date  of  de¬ 
livery  or  removal,  or  the  sales  price  if 
the  commodity  is  sold  by  CCC  in  order 
to  determine  its  market  value. 

§  421.4581  Support  rates,  premiums  and 
^discounts. 

(a)  The  support  rate  for  an  extended 
farm-storage  reseal  loan  shall  remain 
the  same  as  for  the  original  loan. 

(b)  'The  applicable  discounts  or  pre¬ 
miums  established  for  variation  in  qual¬ 
ity  as  shown  for  barley  in  §  421.4033(c) 
(2)  and  §  421.4147(b)  (1)  and  (3);  for 
grain  sorghums  in  §  421.4233(c)  (2)  and 
§  421.4237(c) ;  and  for  wheat  in  §421.- 
4043(c)  and  §  421.4047(c)  shall  apply  in 
settlement  of  loans  on  such  commodities. 

§  421.4582  Death,  incompetency  or  dis¬ 
appearance. 

In  case  of  the  death,  incompetency  or 
disappearance  of  any  producer  who  is 
entitled  to  the  payment  of  any  sum 
under  these  regulations,  the  payment  of 
such  sum  shall  be  made  to  the  person  or 
persons  who  would  be  entitled  to  such 
producer’s  payment  under  the  regula¬ 
tions  contained  in  §§  472.1051  to  472.1054 
of  this  chapter  (Pasunent  Program  for 
Shorn  Wool  and  Unshorn  Lambs,  24  F.R. 
649,  January  30,  1959,  as  amended,) 
upon  proper  application  to  the  office  of 
the  county  committee  which  made  the 
loan.  Application  forms  may  be  ob¬ 
tained  from  the  office  of  the  county  com¬ 
mittee. 

Issued  this  30th  day  of  March  1961. 

H.  D.  Godfrey, 
Executive  Vice  President, 
Commodity  Credit  Corporation. 

[P.R.  Doc.  61-2951;  Piled,  Apr.  8,  1961; 

8:51  a.m.] 


SUBCHAPTER  C— EXPORT  PROGRAMS 

[Announcement  CN-EX-10,  Arndt.  8] 

PART  482— COnON 

Subpart — Cotton  Products  Export 
Program 

Extension  of  Program 

1.  'The  heading  of  this  subpart  is 
changed  from  “1960-61  Cotton  Products 
Export  Program”  to  read  as  set  forth 
above. 

2.  In  order  to  extend  the  program 
through  July  31,  1962,  the  Cotton  Prod¬ 
ucts  Export  Program  Regulations 
(Announcement  CN-EX-10)  dated  April 
19,  1960  (25  F.R.  3544) ,  as  amended,  are 
hereby  amended  as  follows; 

a.  Section  482.351  is  revised  to  read  as 
follows: 

§  482.351  General  statement. 

Commodity  Credit  Corporation  (re¬ 
ferred  to  in  this  subpart  as  "CCC”)  will, 
upon  the  terms  and  conditions  stated  in 
this  subpart,  carry  out  a  Cotton  Products 
Export  Program  (referred  to  in  this  sub¬ 
part  as  “the  program”)  under  which 
equalization  payments  will  be  made  to 
exporters  in  connection  with  the  ex¬ 
portation  of  cotton  products  which  are 
made  from  upland  cotton  grown  and 
wholly  processed  in  the  United  States 
and  which  have  not  been  previously  ex¬ 
ported  and  returned  to  the  United 
States.  The  program  is  administered 
through  the  CSS  Cotton  Products  and 
Export  Operations  Office,  80  Lafayette 
Street,  New  York  13,  New  York  (re¬ 
ferred  to  in  this  subpart  as  the  “New 
York  office”).  Additional  information 
pertaining  to  the  operation  of  the  pro¬ 
gram  may  be  obtained  from  the  Director 
of  the  New  York  office. 

b.  Section  482.353  is  revised  to  read  aa 
follows: 

§  482.353  Registration  of  sales. 

All  export  sales  of  cotton  products,  to 
be  eligible  for  payments  hereunder,  shall 
be  registered  by  the  exporter  with  the 
New  York  office  by  submitting,  in  tripli¬ 
cate,  a  properly  executed  Notice  of  Ex¬ 
port  Sale,  CCC  Cotton  Form  32  (referred 
to  in  this  subpart  as  “Form  32”) .  Form 
32  must  be  submitted  not  later  than  ten 
business  days  after  the  date  of  export 
sale,  except  that  for  sales  of  cotton  prod¬ 
ucts  for  export  after  July  31, 1961,  made 
on  and  after  February  21, 1961,  and  prior 
to  publication  of  this  section  in  the  Fed¬ 
eral  Register,  Form  32  must  be  sub¬ 
mitted  within  ten  business  days  of  such 
publication.  (Form  32  postmarked  with¬ 
in  such  ten-day  period  will  be  accepted.) 
An  extension  of  the  period  for  registra¬ 
tion  may  be  granted  by  the  Director  of 
the  New  York  office  if  he  determines  that 
additional  time  in  which  to  submit  the 
Form  32  is  required  by  the  exporter. 
Sales  of  cotton  products  entered  into 
prior  to  February  21,  1961,  for  export 
after  July  31,  1961,  are  not  eligible  to  be 
registered  hereimder.  Upon  receipt  of 
an  acceptable  Form  32,  a  registration 
number  will  be  assigned  by  the  New  York 
office,  and  a  copy  showing  such  number 
will  be  returned  to  the  exporter.  The 
exporter  shall  promptly  notify  the  New 


York  office  of  any  error  in  a  Form  32  or 
of  any  amendment  to  an  export  sale  con¬ 
tract.  However,  any  such  notice  shall 
be  effective  to  change  the  exporter’s 
rights  and  obligations  hereimder  only  if  ' 
the  Director  of  the  New  York  office  ap¬ 
proves  the  amendment  or  correction. 
All  correspondence  relating  to  a  sale 
previously  registered  with  CCC  for  which 
a  registration  number  has  been  assigned 
shall  refer  to  the  registration  number. 

c.  Section  482.356  is  revised  to  read  as 
follows: 

§  482.356  Determination  of  base  equali¬ 
zation  payment  rate. 

The  base  equalization  payment  rate 
will  be  determined  and  announced  by 
CCC  as  follows: 

(1)  For  sales  of  cotton  products  for 
export  on  and  before  July  31,  1961,  such 
rate  will  be  based  on  the  export  payment 
rate  in  effect  for  cotton  under  the  pay- 
ment-in-kind  cotton  export  program  for 
export  prior  to  August  1,  1961,  and  such 
rate  for  sales  made  during  each  calendar 
month  will  be  announced  prior  to  the  be¬ 
ginning  of  such  month  and  will  be  in 
effect  throughout  that  month. 

(2)  For  sales  of  cotton  products  for 
export  on  and  after  August  1,  1961,  such 
rate  will  be  based  on  the  export  payment 
rate  in  effect  for  cotton  for  export  after 
July  31,  1961.  For  sales  made  on  and 
after  February  21, 1961,  and  prior  to  the 
end  of  the  month  in  which  this  section 
is  published  in  the  Federal  Register, 
such  rate  will  be  8.5  cents  per  pound.  For 
sales  made  during  each  calendar  month 
thereafter,  such  rate  will  be  announced 
prior  to  the  beginning  of  such  month  and 
will  be  in  effect  throughout  that  month. 

d.  Section  482.358  is  revised  to  read 
as  follows: 

§  482.358  Efpialization  payment  rates 
and  amounts  due  exporters. 

The  equalization  pa3rment  rates  in 
cents  per  pound  for  each  class  of  cotton 
products  will  be  announced  by  CCC,  and 
lists  containing  such  rates  will  be  avail¬ 
able  from  the  New  York  office.  'The 
amount  due  the  exporter  will  be  deter¬ 
mined  by  multiplying  the  applicable  rate 
of  payment  for  the  applicable  class  of 
cotton  products  in  effect  on  the  date  of 
the  export  sales  contract  by  the  net 
weight  of  the  cotton  textiles  or  by  the 
gross  weight  of  the  spinnable  cotton 
waste  exported  under  the  sales  contract. 
If  a  sale  of  cotton  products  is  made  for 
export  on  or  before  July  31,  1961,  and 
the  exporter  is  permitted  to  extend  the 
period  of  export  beyond  July  31,  1961, 
the  rate  of  payment  shall  be  that  in 
effect  on  the  date  of  sale  for  sales  made 
for  export  on  or  before  July  31,  1961. 
If  a  sale  of  cotton  products  is  made  for 
export  on  and  after  August  1,  1961,  and 
the  exporter  is  permitted  to  export  such 
products  prior  to  August  1,  1961,  the 
rate  of  payment  shall  be  that  in  effect 
on  the  date  of  sale  for  sales  made  for 
export  on  or  before  July  31,  1961.  Pay¬ 
ment  will  not  be  made  for  any  quantity 
of  cotton  products  exported  in  excess  of 
the  number  of  units  sold  as  shown  on 
the  Form  32,  except  to  the  extent  that 
the  sales  contract  or  the  trade  rules 
under  which  the  sale  was  made  provide 
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for  tolerances  or  as  otherwise  approved  knowledge  or  consent,  and  the  exporter 
by  CCd.  No  payments  will  be  made  on  has  not  notified  the  New  York  office 
cotton  products  exported  by  mail.  If  promptly  of  such  reentry,  the  exporter 
more  than  one  class  of  cotton  products  may  be  denied  any  payments  under  this 


are  exported  in  one  package  or  container, 
the  equalization  payment  will  be  made 
on  the  basis  of  the  class  having  the 
lowest  rate  of  payment.  No  payment 
will  be  made  if  packages  contain  a  com¬ 
bination  of  cotton  products  and  other 
than  cotton  products. 

e.  Section  482.359(b)  is  revised  to  read 
as  follows: 

§  482.359  Export  conditions. 

*  *  •  *  * 

(b)  Time  for  export.  To  be  eligible 
for  payments  hereunder,  cotton  products 
sold  for  export  and  registered  hereunder 
for  export  prior  to  August  1,  1961,  must 
be  exported  not  later  than  July  31, 1961. 
Export  sales  of  cotton  products  made  on 
and  after  February  21,  1961,  and  regis¬ 
tered  hereunder  for  export  on  and  after 
August  1,  1961,  must  be  exported  not 
later  than  July  31,  1962.  The  Director 
of  the  New  York  office  may,  upon  re¬ 
quest  of  the  exporter  submitted  before, 
on,  or  after  August  1,  1961,  and  subject 
to  the  provisions  of  §  482.358,  permit  the 
exporter  to  export  after  July  31,  1961, 
cotton  products  sold  for  exportation 
prior  to  August  1, 1961,  or  to  export  prior 
to  August  1,  1961,  cotton  products  sold 
for  exportation  after  July  31,  1961.  If 
cotton  products  are  exported,  they  shall 
be  deemed  to  have  been  “exported”  when 
loaded  on  board  an  ocean  vessel,  or  if 
shipment  to  destination  country  is  by 
other  than  ocean  carrier,  when  the  ship¬ 
ment  clears  United  States  Customs. 

§  482.357  [Amendment] 

3.  In  order  to  clarify  that  CCC  has 
final  responsibility  for  determination  of 
the  class  in  which  a  specific  cotton  prod¬ 
uct  belongs,  §  482.357  is  amended  by 
adding  after  the  second  sentence  thereof 
the  following  words:  “CCC’s  determina¬ 
tion  as  to  the  class  in  which  a  cotton 
product  belongs  shall  be  final.” 

§  482.363  [Amendment] 

4.  In  order  to  provide  that  cotton 
products  returned  to  the  United  States 
may  be  reexported,  in  whole  or  in  part, 
as  a  replacement  for  such  products  re¬ 
turned,  §  482.363(b)  is  amended  by  in¬ 
serting  immediately  before  the  last  sen¬ 
tence  thereof  the  following:  “The  cot¬ 
ton  products  shipped  as  replacement 
may  include  all  or  a  part  of  the  cotton 
products  returned  to  the  United  States.” 

5.  In  order  to  clarify  the  action  which 
can  be  taken  by  the  Director  of  the  New 
Yoi^  office  in  connection  with  cotton 
products  returned  to  the  United  States, 
§  482.363(c)  is  amended  to  read  as 
follows: 

§  482.363  Cotton  products  returned  to 
the  United  States. 

*  *  •  •  • 

(c)  If  any  cotton  products  on  which 
the  exporter  has  claimed  an  equalization 
pajrment  have  been  returned  to  the  con¬ 
tinental  United  States  or  have  entered 
Alaska.  Hawaii,  or  Puerto  Rico,  in  the 
same  or  different  form  as  the  principal 
item  of  import  with  the  exporter’s 


program  until  he  has  presented  evi¬ 
dence  satisfactory  to  the  Director  of  the 
New  York  office  that  he  did  not  intend 
to  violate  the  terms  of  this  announce¬ 
ment  and  has  complied  with  any  require¬ 
ments,  established  by  the  Director  of  the 
New  York  office  for  reinstatement  of 
eligibility  under  the  program. 

(Sec.  4,  5, 62  Stat.  1070,  as  amended;  15  U.S.C. 
714b,  714c) 

Issued  this  30th  day  of  March  1961. 

H.  D.  Godfrey, 
Executive  Vice  President, 
Commodity  Credit  Corporation. 

[F.R.  Doc.  61-2949;  Filed,  Apr.  3,  1961; 
8:51  a.m.] 


Title  7— AGRICULTURE 

Chapter  VIM — Commodity  Stabiliza¬ 
tion  Service  (Sugar),  Department  of 
Agriculture 

SUBCHAPTER  B — SUGAR  REQUIREMENTS  AND 
QUOTAS 

[Sugar  Reg.  811,  Arndt.  1] 

PART  811— CONTINENTAL  SUGAR 
REQUIREMENTS  AND  AREA  QUOTAS 

Requirements  and  Quotas  for  1961 

Basis  and  purpose.  In  Sugar  Regula¬ 
tion  811,  effective  January  1,  1961,  the 
Secretary  made  the  determination  that 
10,000,000  short  tons,  raw  value  of  sugar 
were  needed  to  meet  the  requirements 
of  consumers  in  the  continental  United 
States  for  the  calendar  year  1961  and 
established  sugar  quotas  for  the  three- 
month  period  ending  March  31,  1961, 
for  the  supplying  areas  except  Cuba  in 
terms  of  short  tons,  of  sugar  raw  value. 
The  Sugar  Act  of  1948,  as  amended,  was 
further  amended  and  extended  by  the 
Act  approved  March  31,  1961. 

The  purpose  of  this  amendment  is  to 
establish  sugar  quotas  for  the  supplying 
areas  except  Chiba  in  terms  of  short  tons 
of  sugar,  raw  value,  for  the  calendar  year 
1961  pursuant  to  the  Act  as  amended. 
Section  408(b)  of  the  Act  directs  the 
President  of  the  United  States  to  deter¬ 
mine  the  sugar  quota  for  Cuba. 

This  amendment  also  establishes  for 
supplying  countries  other  than  Cuba,  the 
amounts  of  certain  quotas  that  may  be 
filled  by  direct-consumption  sugar  pur¬ 
suant  to  section  207.  Further,  this  regu¬ 
lation  establishes  liquid  sugar  quotas 
pursuant  to  section  208. 

Section  411  of  the  Act  provides  for  the 
issuance  of  regulations  to  carry  out  Ar¬ 
ticle  7  of  the  International  Sugar  Agree¬ 
ment.  Article  7  requires  limiting  the 
total  importations  from  non-participat¬ 
ing  countries  as  a  group  to  the  total 
quantity  imported  from  such  countries 
in  any  one  of  the  years  1951, 1952  or  1953. 
Colombia  and  Ecuador  were  not  members 
of  the  International  Sugar  Agreement 
when  Sugar  Regulation  811  became  ef¬ 
fective  on  January  1,  1961.  As  a  result, 
their  entries  of  sugar  during  the  year 
1952  provided  a  basis  for  authorizing  the 


importation  of  21  short  tons,  raw  valu« 
of  sugar  from  all  non-participating  coun¬ 
tries  as  a  group  in  accordance  with  Ar¬ 
ticle  7  of  the  International  Sugar  Agree¬ 
ment.  Colombia  and  Ecuador  are  now 
members  of  the  International  Sugar 
Agreement,  and  no  entries  of  sugar  were 
made  during  the  years  1951,  1952  and 
1953  by  other  countries  which  are  not 
members  of  the  International  Sugar 
Agreement.  Sugar  imported  for  live¬ 
stock  feed  or  for  the  production  of  live¬ 
stock  feed  or  for  the  distiliation  of  alco¬ 
hol  is  now  regarded  to  be  excluded  from 
the  definition  of  sugar  as  set  forth  in 
Article  2,  paragraph  3,  of  the  Interna¬ 
tional  Sugar  Agreement  and,  thus,  is  not 
subject  to  the  limitations  of  Article  7  of 
that  Agreement. 

The  increases  in  1961  sugar  quotas  for 
domestic  areas  and  foreign  countries 
made  effective  herein  by  virtue  of  the 
Act  approved  March  31,  1961,  total 
5,027,103  short  tons,  raw  value.  It  is 
essential  that  quotas  for  1961  be  effec¬ 
tive  immediately  so  that  persons  who 
sell,  purchase  and  import  sugar  will  have 
adequate  foreknowledge  to  permit  the 
necessary  arrangements  for  purchase 
and  shipment  of  sugar  and  provide  for 
an  orderly  flow  of  sugar  in^the  early 
days  of  April  and  throughout  the  re¬ 
mainder  of  the  year.  Accordingly,  it  is 
hereby  found  and  determined  that  com¬ 
pliance  with  the  notice,  procedure  and 
effective  date  requirements  of  the  Ad¬ 
ministrative  Procedure  Act  is  imprac¬ 
ticable  and  contrary  to  the  public 
interest  and  this  regulation  shall  become 
effective  on  April  1,  1961. 

By  virtue  of  the  authority  vested  in 
the  Secretary  of  Agriculture  by  the  Sugar 
Act  of  1948,  as  amended,  §§  811.2,  811.3, 
811.6,  811.7,  811.8  and  811.9  are  hereby 
amended  to  read  as  follows: 

§  811.2  Quotas  for  domestic  areas. 

(a)  For  the  calendar  year  1961  do¬ 
mestic  area  quotas  limiting  the  quanti¬ 
ties  of  sugar  which  may  be  brought  into 
or  marketed  for  consumption  in  the  con¬ 
tinental  United  States  are  established  in 
column  (1)  and  the  amounts  of  such 
quotas  for  offshore  areas  that  may  be 
filled  by  direct-consumption  sugar  are 
established  in  column  (2)  as  follows: 


[Short  tons,  raw  value] 


Direct- 
consumption 
Quotas  limits 

rea: 

Domestic  beet 

(1) 

(2) 

sugar _ 

Mainland  cane 

__  2,177,773 

V) 

sugar _ 

670, 122 

(') 

Hawaii _ 

—  1,215,410 

34, 216 

Puerto  Rico _ 

...  1,270,865 

148, 306 

Virgin  Islands _ 

1  No  limit. 

17,330 

0 

(b)  Of  the  quantity  established  in 
paragraph  (a)  of  this  section  for  Puerto 
Rico  which  may  be  filled  by  direct-con- 
sumption  sugar,  126,033  short  tons,  raw 
value,  may  be  filled  only  by  sugar  prin¬ 
cipally  of  ci*ystalline  structure. 

§  811.3  Quotas  for  foreign  countries. 

For  the  calendar  year  1961  foreign 
country  quotas  limiting  the  quantities  of 
sugar  which  may  be  imported  into  the 
continental  United  States  for  consump- 
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tioh  therein  are  established  in  column 
(l)'and  the  amount  of  each  such  quota 
that  may  be  filled  by  direct-consumption 
sugar  is  established  in  column  (2),  as 
follows: 

(Short  tons,  raw  value) 

'  Direct - 

consumption 


Quotas 

limits 

Country: 

(1) 

(2) 

Republic  of  the  Phil 

- 

ippines . . . 

.  980,000 

59, 920 

Peru - 

.  121,507 

10, 896 

Dominican  Republic.. 

.  111,157 

9,715 

Mexico - 

.  95, 409 

17,  645 

Nicaragua - 

.  17, 471 

11,636 

Haiti - 

8,268 

7,  000 

Netherlands - 

4, 149 

4, 149 

China - 

3,  980 

3,980 

Panama - 

.  3, 980 

3,980 

Costa  Rica - 

^  3,968 

3,968 

631 

631 

United  Kingdom - 

516 

516 

Belgium - 

182 

182 

British  Guiana - 

84 

84 

Hong  Kong - 

3 

3 

All  other  countries.. 

0 

0 

§  811<6  Liquid  sugar  quotas  for  foreign 
countries. 

For  the  calendar  year  1961  quotas 
limiting  the  quantity  of  liquid  sugar 
which  may  be  imported  into  the  con¬ 
tinental  United  States  for  consumption 
therein  are  hereby  established  as  follows: 

Liquid  sugar. 

Country:  wine  gallons 


Dominican  Republic., _  830,894 

British  West  Indies _  300, 000 

Other  foreign  countries _  0 


§811.7  Applicability  of  quotas. 

The  provisions  of  §§  811.1  to  811.6  shall 
apply  to  all  sugar  and  liquid  sugar 
brought  or  imported  into  or  marketed  in 
the  continental  United  States  during  the 
calendar  year  1961  except  as  provided  in 
sections  211  and  212  of  the  Act  and  Parts 
819  and  820  of  this  chapter  and  subject 
to  the  provisions  of  the  regulations  in 
this  chapter,  which  prescribe  the  time, 
manner,  and  conditions  under  which 
quotas  are  filled  by  the  marketing  or 
importation  of  sugar. 

§811.8  Restrictions  on  importations 
and  marketings  within  quotas. 

With  respect  to  any  sugar  or  liquid 
sugar  which  is  subject  to  the  provisions 
of  §§  811.1  to  811.6  as  provided  in 
§  811.7,  or  is  subject  to  any  quotas  estab¬ 
lished  by  Presidential  Proclamation 
issued  pursuant  to  section  408(b)  (1)  of 
the  Act,  all  persons  are  prohibited  dur¬ 
ing  the  calendar  year  1961  front  bringing 
or  importing  into  or  marketing  in  the 
continental  United  States  any  of  such 
sugar  or  liquid  sugar  in  excess  of  or  after 
the  applicable  quota  has  been  filled,  or 
any  of  such  sugar  or  liquid  sugar  as 
direct-consumption  sugar  after  the  di¬ 
rect-consumption  portion  of  the  appli¬ 
cable  quota  has  been  filled. 

§  811.9  International  Sugar  Agreement 
import  limitations. 

To  give  effect  to  Article  7  of  the  Inter¬ 
national  Sugar  Agreement,  no  sugar 
except  sugar  for  livestock  feed,  the  pro¬ 
duction  of  livestock  feed  or  for  the  dis¬ 
tillation  of  alcohol  may  be  authorized 
for  importation  from  non-participating 
countries. 

No.  63 - 2  ^ 


(Sec.  403,  61  Stat.  932;  7  U.S.C,  1163.  Inter¬ 
pret  or  apply  secs.  201,  202,  204,  207,  208,  209, 
210,  212  and  411;  61  Stat.  923,  as  amended, 
924,  as  amended,  925,  as  amended,  927,  as 
amended,  928,  as  amended,  929,  as  amended, 
933,  as  amended;  7  U.S.C.  1111,  1112,  1114, 
1117,  1118,  1120,  1122,  the  Act  approved 
3-31-61) 

Issued  at  Washington,  D.C.,  this  31st 
day  of  March  1961. 

Charles  S.  Murphy, 
Acting  Secretary. 

(F.R.  Doc.  61-3040;  Piled.  Apr.  3,  1961; 
11 :02  a.m.] 


[Sugar  Reg.  812,  Arndt.  1] 

PART  812— SUGAR  REQUIREMENTS 
AND  QUOTAS;  HAWAII  AND 
PUERTO  RICO 

Calendar  Year  1961 

Basis  and  purpose.  The  purpose  of 
this  amendment  is  to  establish  quotas 
for  local  consumption  in  Hawaii  and  in 
Puerto  Rico  for  the  calendar  year,  1961 
pursuant  to  the  Sugar  Act  of  1948,  as 
amended  (61  Stat.  922,  as  amended) , 
and  which  was  further  amended  and 
extended  by  the  Act  approved  March 
31, 1961. 

Sugar  Regulation  812  (25  F.R.  12712, 
14010),  effective  January  1,  1961,  deter¬ 
mined  sugar  requirements  for  local  con¬ 
sumption  for  Hawaii  and  Puerto  Rico 
for  the  calendar  year  1961  and  estab¬ 
lished  quotas  for  the  three-month  period 
ending  March  31, 1961. 

The  quotas  established  herein  for 
Hawaii  and  Puerto  Rico  are  consider¬ 
ably  greater  than  those  previously  estab¬ 
lished  for  the  three-month  period  endii^ 
March  31, 1961.  It  is  essential  that  such 
quotas  be  effective  immediately  in  order 
to  provide  for  an  orderly  flow  of  sugar 
in  the  early  days  of  April  and  throughout 
the  remainder  of  the  calendar  year  1961. 
Accordingly,  it  is  hereby  found  and 
determined  that  compliance  with  the 
notice,  procedure  and  effective  date 
requirements  of  the  Administrative  Pro¬ 
cedure  Act  is  impracticable  and  contrary 
to  the  public  interest  and  this  regulation 
shall  become  effective  April  1,  1961. 

Pursuant  to  the  provisions  of'  the 
Sugar  Act  of  1948,  as  amended,  §§  812.1, 
812.2  and  812.3  are  hereby  amended  to 
read  as  follows; 

§  812.1  Sugar  requirements  and  quotas, 
Hawaii. 

It  is  hereby  determined,  pursuant  to 
section  203  of  the  Act,  that  the  amount 
of  sugar  needed  to  meet  the  require¬ 
ments  of  consumers  in  Hawaii  for  the 
calendar  year  1961  is  45,000  short  tons, 
raw  value,  and  a  quota  of  45,000  short 
tons,  raw  value,  for  the  calendar  year 
1961  is  hereby  established  for  Hawaii 
for  local  consumption. 

§  812.2  Sugar  requirements  and  quotas, 
Puerto  Rico. 

It  is  hereby  determined,  pursuant  to 
section  203  of  the  Act,  that  the  amount 
of  sugar  needed  to  meet  the  require¬ 
ments  of  consumers  in  Puerto  Rico  for 
the  calendar  year  1961  is  120,000  short 
tons,  raw  value,  and  a  quota  of  120,000 
short  tons,  raw  value,  for  the  calendar 


year  1961  is  hereby  established  for 
Puerto  Rico  for  local  consumption. 

§  812.3  Restrictions  on  marketing. 

Pursuant  to  section  209  of  the  Act,  for 
the  calendar  year  1961  all  persons  are 
hereby  prohibited  from  marketing,  pur¬ 
suant  to  Part  816  of  this  chapter  (23 
F.R.  1943),  in  Hawaii  or  in  Puerto  Rico, 
for  consumption  therein,  any  sugar  or 
liquid  sugar  after  the  quota  for  the 
area  for  the  calendar  year  1961  has  been 
filled.  Pursuant  to  section  211(c)  of 
the  Act,  the  quota  for  each  area  may  be 
filled  only  with  sugar  produced  from 
sugarcane  grown  in  the  respective  area. 

(Sec.  403,  61  Stat.  932;  7  U.S.C.  1153.  In¬ 
terprets  or  applies  secs.  201,  203,  209,  210, 
412;  61  Stat.  923,  as  amended,  925,  928; 
7  U.S.C.  1111,  1112,  1119,  1120;  the  Act  ap¬ 
proved  3-31-61) 

Done  at  Washington,  D.C.,  this  31st 
day  of  March  1961. 

Charles  S.  Murphy, 
Acting  Secretary. 

I  F.R.  Doc.  61-3042;  Piled,  Apr.  3,  1961; 
11:02  am.j 


[Sugar  Reg.  815,  Arndt.  1] 

PART  815— ALLOTMENT  OF  THE  DI¬ 
RECT-CONSUMPTION  PORTION  OF 
MAINLAND  SUGAR  QUOTA  FOR 
PUERTO  RICO 

Calendar'  Year  1961 

Basis  find  purpose.  Sugar  Regulation 
815,  effective  January  1,  1961  (25  F.R. 
13948;  26  F.R.  475)  allotted  the  direct- 
consumption  portion  of  the  quota  for 
Puerto  Rico  for  the  three-month  period 
ending  March  31,  1961,  which  was  es¬ 
tablished  at  37,076  short  tons,  raw  value, 
by  Sugar  Regulation  811,  effective  Janu¬ 
ary  1,  1961  (25  F.R.  13211).  Pursuant 
to  the  provisions' of  the  Sugar  Act  of 
1948,  as  amended  and  extended  by  the 
Act  approved  March  31,  1961,  Sugar 
Regulation  811  has  been  amended^  ef¬ 
fective  April  1,  1961,  to  establish  a  di¬ 
rect-consumption  sugar  limit  for  Puerto 
Rico  of  148,306  short  tonsr  raw  value, 
for  the  calendar  year  1961. 

The  amendments  made  herein  revise 
the  Secretary’s  determination  of  allot¬ 
ments  contained  in  S.R.  815  for  the  pur¬ 
pose  of  establishing  allotments  of  the 
direct-consumption  portion  of  the  main¬ 
land  quota  for  Puerto  Rico  for  the  cal¬ 
endar  year  1961  in  the  amount  of  148,306 
short  tons,  raw  value. 

Notice  was  given  (25  F.R.  9425)  of  a 
public  hearing  for  the  purpose  of  receiv¬ 
ing  evidence  to  enable  the  Secretary  to 
make  a  fair,  efficient  and  equitable  dis¬ 
tribution  of  the  direct-consumption  por¬ 
tion  of  the  sugar  quota  for  Puerto  Rico 
for  the  three-month  period  ending 
March  31,  1961,  or  for  the  calendar  year 
1961,  or  a  part  thereof.  'The  record  of 
the  hearing  held  on  October  21,  1960, 
pursuant  to  such  notice,  contains  evi¬ 
dence  which  describes  a  method  for 
allotting  the  direct-consumption  portion 
of  any  sugar  quota  established  for  Puerto 
kico  for  the  three-month  period  ending 
March  31,  1961,  or  for  the  calendar  year 
1961  or  a  part  thereof.  The  same 
method  and  attending  provisions  that 
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were  set  forth  in  the  record  and  that 
were  employed  fm:  allotting  the  direct- 
consmnption  portion  of  the  sugar  quota 
for  the  three-month  period .  ending 
March  31, 1961,  are  used  for  allotting  the 
direct-consumption  portion  of  the  sugar 
quota  for  Puerto  Rico  for  the  calendar 
year  1961,  and  are  set  forth  at  length  in 
the  amended  findings  and  conclusions, 
and  the  order  of  the  Secretary,  which 
follow. 

Omission  of  recommended  decision 
and  effective  date.  The  proceeding  to 
which  this  order  relates  was  instituted 
for  the  purpose  of  allotting  the  direct- 
consumption  portion  of  the  mainland 
quota  for  Puerto  Rico  to  prevent  dis¬ 
orderly  marketing  and  to  afford  each 
interested  person  an  equitable  oppor¬ 
tunity  to  market  direct-consumption 
sugar  in  the  continental  United  States. 
The  hearing  record  discloses  that  the 
capacity  of  Puerto  Rican  refineries  to 
produce  direct-consumption  sugar  ex¬ 
ceeds  the  quantities  of  sugar  that  might 
be  marketed  within  probable  quotas. 
Since  the  direct-consumption  portion  of 
the  sugar  quota  for  Puerto  Rico  has  now 
been  determined  for  the  calendar  year 
1961  pursuant  to  the  recent  legislation 
which  extended  the  Sugar  Act  of  1948 
beyond  March  31,  1961,  it  is  necessary 
that  allotment  of  the  direct-consump¬ 
tion  portion  of  the  mainland  quota  for 
the  calendar  year  1961  be  effective  as 
soon  as  possible  in  order  to  provide  for 
an  orderly  flow  of  sugar  in  the  early 
days  of  April.  Therefore,  in  order  to 
fully  effectuate  the  purposes  of  section 
205(a)  of  the  Act,  it  is  hereby  found  that 
due  and  timely  execution  of  the  func¬ 
tions  imposed  upon  the  Secretary  under 
the  Act  imperatively  and  unavoidably 
requires  the  omission  of  a  recommended 
decision  in  this  proceeding.  In  view  of 
the  circumstances  recited  above,  it  is 
hereby  further  found  that  compliance 
with  the  30-day  effective  date  require¬ 
ments  of  the  Administrative  Procedure 
Act  (60  Stat.  237)  is  impracticable  and 
contrary  to  the  public  interest  and,  con¬ 
sequently,  the  amendments  made  herein 
shall  become  effective  on  April  1.  1961. 

Pursuant  to  the  provisions  of  the 
Sugar  Act  of  1948,  as  amended,  the 
flndings  and  conclusions  and  order  of 
the  Secretary  and  section  815.1  of  this 
chapter,  contained  in  Sugar  Regulation 
815  (25  F.R.  13948.  26  P.R.  475),  are 
hereby  amended  to  read  as  follows: 

Findings  and  conclusions.  On  the 
basis  of  the  record  of  the  hearing  in  this 
proceeding  I  hereby  And  and  conclude 
that: 

(1)  The  potential  capacity  of  Puerto 
Rican  processors  and  refiners  to  produce 
direct-consumption  sugar  during  the 
calendar  year  1961  is  about  320,000 
short  tons  and  this  quantity  is  greater 
than  the  total  quantity  of  such  sugar 
which  may  be  marketed  within  the  sugar 
quotas  for  Puerto  Rico  for  the  calendar 
year  1961. 

(2)  The  allotment  of  the  direct- 
consumption  portion  of  the  mainland 
sugar  quota  for  Puerto  Rico  for  the 
calendar  year  1961  is  necessary  to  pre¬ 
vent  disorderly  marketings  of  such  sugar 
and  to  afford  each  interested  person  an 


equitable  opportunity  to  market  such 
sugar  in  the  continental  United  States. 

(3)  Assignment  of  percentile  weight 
to  the  “processing  from  proportionate 
shares”  factor  in  the  allotment  formula 
would  not  result  in  fair,  efficient  and 
equitable  allotments. 

(4)  An  allotment  of  50  short  tons,  raw 
value,  shall  be  established  as  a  liquid 
sugar  reserve  to  permit  the  marketing  of 
liquid  sugar  in  the  continental  United 
States  by  persons  other  than  named 
allottees  during  the  calendar  year  1961. 

(5)  The  “past  marketings”  factor 
shall  be  measured  by  each  allottee’s  per¬ 
centage  of  the  average  marketings  of 
direct-consumption  sugar  by  all  allottees 


in  the  continental  United  States  during 
the  years  1956  through  1960. 

(6)  The  “ability  to  market”  factor 
shall  be  measured  for  each  allottee  by 
expressing  each  alldttee’s  largest  annual 
marketings  of  direct-consumption  sugar 
in  the  continental  United  States  during 
any  one  of  the  past  five  years,  1956 
through  1960,  as  a  percent  of  the  sum  of 
such  marketings  for  all  allottees. 

(7)  The  quantities  of  sugar  and  per¬ 
centages  referred  to  in  paragraphs  (5) 
and  (6),  above,  based  on  final  data 
for  1960  direct-consumption  marketing 
which  shall  be  used  to  establish  allot¬ 
ments,  are  set  forth  in  the  following 
table: 


Central  Agnirre  Sugar  Co.,  a  trust _ 

Central  Roig  Refining  Co . . 

Central  San  Francisco . . 

Puerto  Rican  American  Sug.  Rfy,  Inc. 
Western  Sugar  Refining  Co . . 


Average  annual  marketings 

1956-60 

Short  tons. 

Percent  of 

raw  value 

total 

(1)  , 

(2) 

5,010 

3.6639 

20,530 

15.  0139 

1,  470 

1.0750 

87,647 

64.0976 

22,083 

16. 1496 

136,  740 

100.000 

Short  tons, 
raw  value 


Percent  o( 
total 


(8)  Allotments  totaling  the  direct- 
consumption  portion  of  the  Puerto  Rican 
mainland  quota  for  the  calendar  year 
1961  less  the  liquid  sugar  reserve  pro¬ 
vided  for  in  Finding  (4),  above,  should 
be  established  by  giving  fifty  percent 
weight  to  past  marketings,  measured  as 
provided  in  Finding  (5) ,  above,  and  fifty 
percent  weight  to  ability  to  market, 
measured  as  provided  in  Finding  (6), 
above. 

(9)  This  order  shall  be  revised  with¬ 
out  further  notice  or  hearing  to  revise 
allotments  to  give  effect  to  any  change  in 
the  direct-consumption  portion  of  the 
quota  for  Puerto  Rico  on  the  same  basis 
as  is  provided  in  these  findings  for  estab¬ 
lishing  allotments. 

(10)  This  order  shall  require  each  al¬ 

lottee  to  submit  to  the  Department  in 
writing  in  the  following  form,  no  later 
than  October  1,  1961,  an  estimate  of  the 
maximum  quantity  of  direct-consump¬ 
tion  sugar  he  will  be  able  to  market  dur¬ 
ing  the  quota  year  within  any  allotment, 
and  a  release  for  allocation  to  other  al¬ 
lottees  or  to  a  residuary  balance  avail¬ 
able  for  all  persons  the  portion  of  any 
allotment  which  may  be  established  for 
him  in  excess  of  such  maximum  quan¬ 
tity.  ' 


case,  from  the  date  of  this  release  until  the 
end  of  the  calendar  year. 


I,  the  vmdersigned  allottee,  estimate  that 

I  will  be  able  to  market  not  to  exceed _ 

short  tons,  commercial  weight,  equivalent 

to _  short  tons,  raw  value,  of  sugar 

dming  the  entire  calendar  year  1961  within 
any  allotment  of  the  direct-consumption 
portion  of  the  1961  mainland  quota  for 
Puerto  Rico  which  may  be  established  for  me 
pursuant  to  S.  R.  815. 

1  release  for  disposition  under  the  provi¬ 
sions  of  S.  R.  815  the  portion  of  any  allot¬ 
ment  in  excess  of  the  above  stated  quantity 
of  sugar,  and  any  increase  in  my  allotment 
in  excess  of  such  stated  amount  which  would 
result  from  either  an  increase  in  the  direct- 
consumption  portion  of  the  Puerto  Rican 
sugar  quota  or  the  allocation  of  any  allot¬ 
ment,  or  a  portion  thereof,  released  by  one 
or  more  other  allottees,  occurring  in  either 


An  allottee  may  revise  a  previous  no¬ 
tice  of  the  maximum  quantity  he  may 
market  during  the  quota  year  and  a 
previous  release  of  allotment  deficit  by 
submitting  to  the  Department  on  the 
prescribed  form  a  new  notice  of  the 
maximum  quantity  he  may  market  dur¬ 
ing  the  quota  year  and  a  new  release  of 
allotment  deficit.  A  revised  notice  and 
release  may  be  given  effect  only  to  the 
extent  that  the  allotment  of  any  other 
allottee  will  not  be  reduced  solely  there¬ 
by  as  provided  in  Finding  (11). 

(11)  This  order  shall  provide  for  re¬ 
allotment  without  further  notice  or 
hearing  of  any  allotment,  or  portion 
thereof,  that  may  be  released  by  an  al¬ 
lottee  as  provided  in  Finding  (10)  when¬ 
ever  such  released  allotments  or  portions 
thereof  become  available. 

In  revising  allotments  for  the  purpose 
of  giving  effect  to  a  quota  increase  or  de¬ 
crease,  or  to  give  effect  to  a  release  by  an 
allottee,  allotment  deficits  shall  be  deter¬ 
mined  and  allocated  without  regard  to 
any  previous  determination  and  prora¬ 
tion  of  deficits  and  such  deficits  shall  be 
allocated  proportionately  among  other 
allottees  to  the  extent  they  are  able  to 
utilize  additional  allotments,  on  the  basis 
of  allotments  computed  for  such  allottees 
without  including  allocation  of  any  al¬ 
lotment  deficits:  Provided,  That  the  al¬ 
lotment  previously  in  effect  for  an  allot¬ 
tee  which  includes  a  deficit  proration 
shall  not  be  reduced  solely  to  give  effect 
to  a  revised  notice  received  from  another 
allottee  subsequent  to  such  deficit  pro¬ 
ration  and  which  notice  increases  the 
declared  maximum  quantity  such  other 
allottee  is  able  to  market.  Such  deficit 
allocations  to  any  allottee  shall  be  lim¬ 
ited  in  accordance  with  the  written 
statement  of  the  maximum  quantity  he 
will  market  submitted  as  provided  in 
Finding  (10).  In  the  event  the  total  of 
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allotment  deficits  released  by  allottees 
exceeds  the  total  quantity  which  can  be 
utilized  by  other  allottees,  the  excess 
Quantity  shall  be  placed  in  a  residual 
balance  available  for  all  persons. 

(12)  OfiBcial  notice  will  be  taken  of  (a) 
written  notice  to  the  Department  by  an 
allottee  of  the  estimated  maximum  mar¬ 
ketings  of  such  allottee  within  an  allot¬ 
ment  and  of  the  quantities  of  sugar  re¬ 
leased  for  reallotment  when  the  notifica¬ 
tion  becomes  a  part  of  the  official  records 
of  the  Department,  (b)  final  data  for 
I960  calendar  year  marketing  of  sugar 
for  direct-consumption  on  the  mainland 
that  become  a  part  of  the  official  records 
of  the  Department,  and  (c)  any  regula¬ 
tion  issued  by  the  Secretary  which 
changes  the  mainland  sugar  quota  for 
Puerto  Rico  and  the  direct -consumption 
portion  thereof  established  for  1961. 

(13)  Each  allottee  during  the  calen¬ 
dar  year  1961  shall  be  restricted  from 
bringing  into  the  continental  United 
States  for  consumption  therein  any  di¬ 
rect-consumption  sugar  in  excess  of  the 
smaller  of  his  allotment  established 
herein  or  the  sum  of  the  quantity  of 
sugar  produced  by  the  allottee  from  sug¬ 
arcane  grown  in  Puerto  Rico  and  the 
quantity  of  sugar  acquired  from  Puerto 
Rican  processors  by  the  allottee  during 
such  period  for  shipment  to  the  mainland 
within  the  applicable  mainland  quota  for 
Puerto  Rico.  All  other  persons  shall  be 
prohibited  from  bringing  direct-con- 
siimption  sugar  into  the  continental 
United  States  during  the  calendar  year 
for  consumption  therein  except  such 
sugar  acquired  in  such  period  from  an 
allottee  within  his  allotment  established 
herein,  sugar  brought  in  within  the 
liquid  sugar  reserve  established  for  other 
than  named  allottees,  and  sugar  brought 
in  within  the  residual  balance  available 
for  all  persons.  All  persons  collectively 
shall  be  prohibited  from  bringing  into  the 
continental  United  States  any  direct- 
consumption  liquid  sugar  in  excess  of  the 
quantity  by  which  the  direct-consump¬ 
tion  portion  of  the  mainland  quota  ex¬ 
ceeds  126,033  short  tons,  raw  value.  Of 
that  part  of  the  direct-consumption  por¬ 
tion  of  the  mainland  quota  that  may  be 
filled  by  either  liquid  or  crystalline  sugar, 
50  short  tons,  raw  value,  shall  be  reserved 
to  cover  shipments  of  liquid  sugar  by 
other  than  named  allottees  as  provided 
in  Finding  (4) . 

(14)  To  facilitate  full  and  effective 
use  of  allotments,  provision  shall  be 
made  in  the  order  for  transfer  of  allot¬ 
ments  under  circumstances  of  a  succes¬ 
sion  of  interest. 

(15)  Allotments  established  in  the 
foregoing  manner  and  the  amounts  set 
forth  in  the  order  provide  a  fair,  efficient, 
and  equitable  distribution  of  the  direct- 
consumption  portion"  of  the  mainland 
quota,  as  required  by  section  205(a)  of 
the  Act. 

Order.  Pursuant  to  the  autl^ority 
vested  in  the  Secretary  of  Agriculture 
by  section  205(a)  of  the  Act,  and  in  ac¬ 
cordance  with  the  findings  and  con¬ 
clusions  heretofore  made,  it  is  hereby 
ordered : 


§  815.1  Allotment  of  the  direct-con¬ 
sumption  portion  of  mainland  sugar 
quota  for  Puerto  Rico  for  the  cal¬ 
endar  year  1961. 

(a)  Allotments.  The  direct-consump¬ 
tion  portion  of  the  1961  sugar  quota  for 
Puerto  Rico  amounting  to  148,306  short 
tons,  raw  value,  is  hereby  allotted  as 
follows: 

[Short  tons,  raw  value] 


Direct - 
consumption 

Allottee ;  allotment 

Central  Aguirre  Sugar  Co.,  a  trust-  5, 902 

Central  Roig  Refining  Co _ 21,213 

Central  San  Francisco _ 1, 644 

Puerto  Rican  American  Sugar 

Rfy.,  me _ 95,681 

Western  Sugar  Refining  Co _ 23, 916 

Liquid  sugar  reserve  for  persons 

other  than  named  above _  50 


Total  _ _ 148,306 


(b)  Restrictions  on  marketing.  (1) 
During  the  calendar  year  1961  each  al-^ 
lottee  named  in  paragraph  (a)  of  this 
section  is  hereby  prohibited  from  bring¬ 
ing  into  the  continental  United  States 
within  an  allotment  established  for  such 
allottee,  for  consumption  therein,  any 
direct-consumption  sugar  from  Puerto 
Rico  in  excess  of  the  smaller  of  (i)  the 
allotment  therefor  established  in  para¬ 
graph  (a)  of  this  section,  or  (ii)  the  sum 
of  the  quantity  of  sugar  produced  by  the 
allottee  from  sugarcane  grown  in  Puerto 
Rico,  and  the  quantity  of  sugar  produced 
from  Puerto  Rican  sugarcane  which  was 
sugar  acquired  by  the  allottee  in  1961  for 
further  processing  and  shipment  within 
the  direct-consumption  portion  of  the 
1961  mainland  quota  for  Puerto  Rico. 

(2)  During  the  calendar  year  1961  all 
persons  other  than  the  allottees  specified 
in  paragraph  (a)  of  this  section  are 
hereby  prohibited  from  bringing  into  the 
continental  United  States,  for  consump¬ 
tion  therein,  any  direct-consumption 
sugar  from  Puerto  Rico  except  that 
acquired  from  an  allottee  within  the 
quantity  limitations  established  in  sub- 
paragraph  (1)  of  this  paragraph  and 
that  brought  in  within  the  liquid  sugar 
reserve  for  persons  other  than  named 
allottees. 

(3)  Of  the  total  quantity  of  direct- 
consumption  sugar  allotted  in  paragraph 
(a)  of  this  section,  126,033  short  tons, 
raw  value,  may  be  filled  only  by  sugar 
principally  of  crystalline  structure  and 
the  balance  may  be  filled  by  sugar 
whether  or  not  principally  of  crystalline 
structure,  except  that  50  short  tons,  raw 
value,  of  such  balance  is  reserved  to 
cover  shipments  of  liquid  sugar  by  other 
than  named  allottees. 

(c)  Revision  of  allotments.  The  Di¬ 
rector  of  the  Sugar  Division,  Commodity 
Stabilization  Service,  U.S.  Department  of 
Agriculture,  is  hereby  authorized  to 
revise  the  allotments  established  under 
this  order  without  further  notice  or 
hearing  to  give  effect  to  (1)  the  reallo¬ 
cation,  as  provided  in  Finding  (11) 
accompanying  this  order,  of  any  allot¬ 
ment  or  portion  thereof  released  by  an 
allottee,  and  (2)  any  increase  or  de- 
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crease  in  the  direct-consumption  portion 
of  the  mainland  quota  for  Puerto  Rico 
for  the  calendar  year  1961  as  provided  in 
Finding  (9)  accompanying  this  order. 

(d)  Transfer  of  marketing  rights  un¬ 
der  allotments.  The  Director  of  the 
Sugar  Division,  Commedity  Stabilization 
Service,  of  the  Depetrtment,  consistent 
with  the  provisions  of  the  Act,  may  per¬ 
mit  a  quantity  of  sugar  produced  from 
sugarcane  grown  in  Puerto  Rico  to  be 
brought  into  the  continental  United 
States  for  direct-consumption  therein  by 
one  allottee,  or  other  person,  within  the 
allotment  or  portion  thereof  established 
for  another  allottee  upon  relinquishment 
by  the  latter  allottee  of  an  equivalent 
quantity  of  his  allotment  and  upon  re¬ 
ceipt  of  evidence  satisfactory  to  the  Sec¬ 
retary  that  a  mender,  consolidation, 
transfer  of  sugar-processing  facilities,  or 
other  action  of  similar  effect  upon 
the  allottees  or  persons  involved  has 
occurred. 

(Sec.  403,  61  Stat.  932;  7  U.S.C.  1153.  Inter¬ 
prets  or  applies  secs.  205,  209;  61  Stat.  926, 
928;  7  U.S.C.  1116,  1119;  the  Act  approved 
3-31-Qi) 

Done  at  Washington,  D.C.,  this  31st 
day  of  March  1961. 

Charles  S.  Murphy, 
Acting  Secretary. 

[F.R.  Doc.  61-3041;  Filed,  Apr.  3,  1961; 

11:02  a.m.] 


Chapter  IX — ^Agricultural  Marketing 

Service  (Marketing  Agreements  and 

Orders),  Department  of  Agriculture 

[Milk  Order  No.  28] 

PART  928— MILK  IN  NEOSHO  VALLEY 
MARKETING  AREA 

Order  Suspending  Certain  Provisions 

Pursuant  to  the  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.S.C.  601  et  seq.), 
and  of  the  order  regulating  the  handling 
of  milk  in  the  Neosho  Valley  marketing 
area  (7  CFR  Part  9280 ,  it  is  hereby  foimd 
and  determined  that: 

(a)  The  following  provision  of  the  ' 
order  does  not  tend  to  effectuate  the 
declared  policy  of  the  Act  for  the  month 
of  March  1961. 

(1)  In  §  928.51(b)  the  phrases  “for  the 
delivery  periods  of  July  through  March”, 
“the  basic  formula  price”,  and  “and  for 
the  delivery  periods  of  April  through-' 
June”. 

<b)  Notice  of  proposed  rule  making, 
public  procedure  thereon,  and  30  days 
notice  of  effective  date  hereof  are  im¬ 
practical,  unnecessary,  and  contrary  to 
the  public  interest  in  that: 

(1)  This  suspension  order  does  not 
require  of  persons  affected  substantial 
or  extensive  preparation  prior  to  the  ef¬ 
fective  date. 

(2)  This  suspension  order  is  necessary 
to  refiect  current  marketing  conditions 
and  to  maintain  orderly  marketing  con¬ 
ditions  in  the  marketing  area. 

(3)  The  Class  n  pricing  provisions  as 
amended  April  1,  1960,  have  resulted  in 
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Class  n  prices  in  recent  months  higher 
than  those  established  under  other  Fed¬ 
eral  orders  in  the  region.  These  price 
relationships  are  disturbing  the  Neosho 
Valley  milk  market  in  that  handlers  are 
reluctant  to  accept  Class  n  milk  at  the 
order  prices.  Unless  the  Class  n  price 
is  reduced,  handlers  may  refuse  to  ac¬ 
cept  milk  for  Class  n  use  and  some 
producers  may  be  imable  to  find  a  mar¬ 
ket  for  their  milk.  This  suspension 
order  will  encourage  acceptance  of  milk 
for  Class  n  use  since  it  results  in  a  10 
cent  per  hundredweight  reduction  in  the 
Class  n  price. 

(4)  More  than  two-thirds  of  the  pro¬ 
ducers  supplying  the  market  and  several 
handlers  have  requested  this  suspension. 

Therefore,  good  cause  exists  for  mak¬ 
ing  this  order  effective  March  1,  1961. 

It  is  therefore  ordered.  That  the  afore¬ 
said  provision  of  the  order  is  hereby 
suspended  for  the  month  of  March  1961. 

(Secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-674) 

Issued  at  Washington,  D.C.,  this  29th 
day  of  March  1961. 

Orville  L.  Freeman, 
Secretary. 

(PJl.  Doc.  61-2923;  Piled,  Apr.  3,  1961; 

8:48  a.m.] 


Title  13— BUSINESS  CREDIT 
AND  ASSISTANCE 

Chapter  I — Small  Business 
Administration 

[Arndt.  2,  Revised] 

PART  121— SMALL  BUSINESS  SIZE 
STANDARDS  REGULATION 

"  Differentials;  Definition  of  Terms 

The  Small  Business  Size  Standards 
Regulation  (Revision  2)  (26  F.R.  812), 
as  amended  (26  F.R.  1441, 1983),  is  here¬ 
by  further  amended  by  rescinding 
Amendment  2  thereof  (26  F.R.  1441,  pub¬ 
lished  February  18,  1961)  in  its  entirety 
without  any  prejudice  to  any  actions 
taken  thereimder  and  the  following 
Amendment  2  (Revised)  is  substituted  in 
lieu  thereof: 

1.  Adding  new  paragraph  (p)  §  121.3-2 
as  follows: 

'§  121.3—2  Definition  of  terms  used  in 
this  part. 

*  *  •  «  « 

(p)  "Area  of  Substantial  Labor  Sur¬ 
plus"  for  the  purpose  of  small  business 
size  determinations  means  a  geographi¬ 
cal  area  within  the  United  States  which 
is  classified  by  the  Department  of  Labor 
as  an  “Area  of  Substantial  Labor  Sur¬ 
plus”  or  “Area  of  Substantial  and  Per¬ 
sistent  Labor  Surplus”  and  is  listed  as 
such  by  that  Department  in  its  publica¬ 
tion  “Area  Labor  Market  Tren^”  or  is 
individually  certified  by  the  Department 
of  Labor  as  an  “Area  of  Substantial  La¬ 
bor  Surplus.” 

2.  Deleting  §  121.3-7  in  its  entirety 
and  substituting  in  lieu  thereof  the  fol¬ 
lowing  new  §  121.3-7: 


§  121.3—7  Differentials. 

(a)  Alaska.  If  an  applicant  for  a 
size  determination  is  a  concern  located 
in  Alaska,  then,  whenever  “annual  sales 
or  annual  receipts”  are  used  in  any  size 
definition  contained  in  this  part,  said 
dollar  limitation  is  increased  by  twenty- 
five  percent  (25%)  ot  the  amount  set 
forth  therein. 

(b)  Areas  of  Substantial  Labor  Sur¬ 
plus — (1)  Government  procurement  as¬ 
sistance — (i)  Manufacturing,  construc¬ 
tion.  and  service  concerns.  Notwith¬ 
standing  any  other  provision  of  this  part, 
for  the  purpose  of  a  specific  (government 
procxirement  the  size  standards  con¬ 
tained  herein  for  a  manufacturing,  con¬ 
struction  or  service  concern  are  increased 
by  twenty-five  percent  (25%)  whenever 
such  concern  agrees  to  perform  or  to 
cause  the  contract  to  be  performed  sub¬ 
stantially  in  areas  of  Substantial  Labor 
Surplus. 

(ii)  Non-manufacturers.  Notwith¬ 
standing  any  other  provision  of  this 
part,  for  the  purpose  of  a  specific 
Government  procurement,  the  size 
standards  for  a  non-manufacturer  are 
increased  by  twenty-five  percent  (25%) 
whenever  such  non-manufacturer  agrees 
to  furnish  in  the  performance  of  the 
contract  the  products  of  a  small  business 
concern  which  has  substantially  manu¬ 
factured  or  produced  such  products  in 
Areas  of  Substantial  Labor  Surplus. 

(iii)  Substantial  performance.  For 
the  purposes  of  subdivisions  (i)  and  (ii) 
of  this  subparagraph,  a  concern  shall 
be  deemed  to  perform  a  contract,  or  to 
manufacture  or  produce  a  product  sub¬ 
stantially  in  Areas  of  Substantial  Labor 
Surplus  if  the  costs  that  it  incurs  on 
account  of  manufacturing  or  production 
(by  itself  or  its  subcontractors)  in  such 
areas  amount  to  more  than  fifty  per¬ 
cent  (50%)  of  the  contract  price. 

(2)  Sales  of  Government  property — 
(i)  Sales  of  Government  property  other 
than  timber.  Notwithstanding  any  other 
provision  of  this  part,  for  the  purpose  of 
a- specific  sale  of  Government  property, 
the  applicable  standards  are  increased 
by  twenty -five  percent  (25%)  whenever 
the  concern  agrees  to  use  such  property 
in  connection  with  its  business  activities 
within  Areas  of  Substantial  Labor 
Surplus. 

(ii)  Sales  of  Government-owned  tim¬ 
ber.  Notwithstanding  any  other  provi¬ 
sion  of  this  part,  for  the  purpose  of  a 
specific  sale  of  Government-owned  tim¬ 
ber,  the  applicable  size  standard  is  in¬ 
creased  by  twenty-five  percent  (25%) 
whenever  the  concern  agrees  to  process 
or  to  have  processed  the  Government 
timber  substantially  in  Areas  of  Sub¬ 
stantial  Labor  Surplus. 

(3)  Business  loans  under  the  Small 
Business  Act.  Notwithstanding  any 
other  provision  of  this  part,  the  appli¬ 
cable  size  standards  for  the  purpose  of 
financial  assistance  under  section  7(a) 
of  the  Act,  are  increased  by  twenty-five 
percent  (25%)  whenever  the  concern 
maintains  or  operates  a  plant,  facility  or 
other  business  establishment  within  an 
Area  of  Substantial  Labor  Surplus  and 
agrees  to  use  the  financial  assistance 
within  such  area  or,  if  it  does  not  main¬ 
tain  or  operate  a  plant,  facility  or  other 


/ 


business  establishment  within  an.  Area 
of  Substantial  Labor  Surplus,  agrees  to 
utilize  the  financial  assistance  for  the 
establishment  and/or  operation  of  a 
plant,  facility  or  other  business  estab¬ 
lishment  within  such  area. 

(4)  Small  business  investment  com¬ 
panies  and  development  companies. 
Notwithstanding  any  other  provision  of 
this  part,  the  size  standards  for  a  small 
business  concern '  receiving  assistance 
from  a  small  business  investment  com¬ 
pany,  or  receiving  assistance  from  a  de¬ 
velopment  company  in  connection  with 
section  501  or  section  502  loan,  are  in¬ 
creased  by  iwenty-five  percent  (25%) 
whenever  such  concern  maintains  or 
operates  a  plant,  facility  or  other  busi¬ 
ness  establishment  within  an  Area  of 
Substantial  Labor  Surplus  and  agrees  to 
use  such  assistance  within  such  area  or, 
if  it  does  not  maintain  or  operate  a  plant, 
facility  or  other  business  establishment 
within  an  Area  of  Substantial  Labor  Sur¬ 
plus,  agrees  to  utilize  such  assistance  in 
connection  with  the  establishment  and/ 
or  operation  of  a  plant,  facility  or  other 
business  establishment  in  such  area. 

Effective  date.  This  amendment  shall 
become  effective  upon  publication  in  the 
Federal  Register. 

Dated;  March  21, 1961. 

John  E.  Horne, 
Administrator. 

[P.R.  Doc.  61-2935;  Filed,  Apr.  3,  1961; 

8:48  a.m.] 

Title  14— AERONAUTICS  AND 
SPACE 

Chapter  III — Federal  Aviation  Agency 

SUBCHAPTER  C — AIRCRAFT  REGULATIONS 

[Reg.  Docket  No.  707;  Arndt.  272] 

PART  507— AIRWORTHINESS 
DIRECTIVES 

Convair  Model  22  (880)  Aircraft 

Three  cases  of  cracking  of  the  upper 
skin  of  fore  flaps  on  Convair  Model  22 
(880)  aircraft  have  been  reported.  This 
cracking,  which  emanates  from  the  rivet 
holes,  can  lead  to  loss  of  the  fore  flap. 
In  view  of  the  safety  hazard,  a  directive 
is  necessary  requiring  inspection  and 
modification  of  the  fore  flaps. 

Since  safety  of  the  aircraft  is  in¬ 
volved,  notice  and  public  procedure 
hereon  are  impracticable  and  good  cause 
exists  for  making  this  amendment  effec¬ 
tive  in  less  than  30  days  after  date  of 
publication  in  the  Federal  Register. 

In  consideration  of  the  foregoing,  and 
pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (25  F.R.  6489), 
§  507.10(a)  of  Part  507  (14  CFR  Part 
507),  is  hereby  amended  by  adding  the 
following  new  airworthiness  directive: 

Convair.  Applies  to  all  Model  22  (880) 
aircraft. 

Compliance  required  as  indicated. 

Conduct  a  daily  inspection  of  all  fore 
“■flaps.  Part  Number  22-18600-5  or  -807,  left 
and  right,  for  cracks  in  the  upper  surface 
skin.  Particular  attention  should  be  given 
to  the  mid  span  area  of  each  fore  flap.  Ex- 
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cept  as  otherwise  provided  for  In  paragraphs 

(a)  (h)  and  (c) .  cracked  fore  flaps  must  be 
mo^ed  per  Convalr  Service  Bulletin  27-22 
at  equivalent,  or  replaced  prior  to  further 
flight. 

(a)  Cracked  fore  flaps  may  be  operated  for 
an  additional  10  hours*  time  in  service 
provided : 

(1)  The  crack  emanating  from  any  one 
rivet  hole  does  not  extend  more  than  ^  inch 
forward  or  1  inch  aft  of  the  rivet  hole. 

(2)  No  two  cracks  axe  closer  together 
(spanwlse)  than  4  inches. 

(3)  Each  crack  is  stop  drilled  approxi¬ 
mately  %  inch  diameter. 

(4)  Each  crack  is  visually  inspected  after 
each  flight. 

(b)  Fore  flaps  operated  imder  paragraph 
(a)  shall  be  repaired  in  accordance  with  Con¬ 
valr  Alfflrt  Service  Bulletin  A-27-22  or  equiv¬ 
alent,  modified  per  Convalr  Service  Bulletin 
27-22  or  replaced  either  at  the  end  of  this 
period  of  10  hovirs*  time  in  service  or  when 
a  crack  is  found  to  progress  beyond  the  stop 
drill  hole,  whichever  occurs  first.  Repaired 
tati  flaps  may  be  operated  for  an  additional 
100  hours’  time  in  service  before  modification 
or  replacement  provided  that  no  fxirther 
cracks  are  found  durii^  the  daily  inspections 
which  exceed  the  limits  specified  in  para¬ 
graph  (a)  (1)  and  (2).  If  such  cracks  are 
found,  the  fore  flaps  must  be  replaced  or 
modified  pricM:  to  further  fiight,  except  ferry 
flight  in  accordance  with  paragraph  (c) . 

(c)  Aircraft  having  cracks  in  the  fore  flaps 
which  exceed  the  limits  specified  in  para¬ 
graph  (a)  (1)  and  (2)  may  be  flown  under 
the  provisions  of  CARs  1.76  and  1.77  to  a 
base  where  the  required  replacements  or 
modifications  are  to  be  made. 

(d)  After  the  fore  flaps  are  modified  per 
Ck>nvair  Service  Bulletin  27-22  or  equivalent, 
inspections  may  then  be  made  at  the  normal 
Inspection  periods. 

(Convalr  Service  Bulletin  27-22  and  Alert 
Service  Bulletin  A-27-22  cover  this  subject.) 

The  amendment  shall  become  effective 
April  10, 1961. 

(Sec.  313(a),  601,  603;  72  Stat.  752,  775,  776; 
49  U.S.C.  1354(a),  1421,  1423) 

Issued  in  Washington,  D.C.,  on  March 
29, 1961. 

George  C.  Prill, 
Acting  Director,  Bureau  of 
Flight  Standards. 

[FR.  Doc.  61-2911;  FUed,  Apr.  3,  1961; 

8:45  a.m.] 


SUBCHAPTER  E — AIR  NAVIGATION 
REGULATIONS 

(Airspace  Docket  No.  61-FW-251 

PART  601— DESIGNATION  OF  THE 
CONTINENTAL  CONTROL  AREA, 
CONTROL  AREAS,  CONTROL 
.  ZONES,  REPORTING  POINTS,  POSI¬ 
TIVE  CONTROL  ROUTE  SEGMENTS, 
AND  POSITIVE  CONTROL  AREAS 

PART  608— SPECIAL  USE  AIRSPACE 

Revocation  of  Restricted  Area  and 
Modification  of  Control  Area  Ex¬ 
tension 

The  purpose  of  these  amendments  to 
§§  601.1166  and  608.44  of  the  regulations 
of  the  Administrator  is  to  revoke  the 
Gulfport,  Miss.,  Restricted  Area  Rr-4402 
and  modify  the  Mobile,  Ala.,  control  area 
extension. 

The  Department  of  the  Air  Force  has 
advised  that  R-4402  is  no  longer  required 
and  has  recommended  that  it  be  revoked. 


Therefore,  this  area  is  unjustified  as  an 
assignment  of  airspace  and  revocation 
thereof  will  be  in  the  public  interest. 

The  Mobile  control  area  extension  is 
bounded  in  part  by  the  Gulfport  Re¬ 
stricted  Area.  Therefore,  it  is  necessary 
to  redescribe  this  control  area  extension 
concurrently  with  the  revocation  of 
R-4402  (formerly  Rr-452) .  This  change 
is  editorial  in  nature  and  will  not  alter 
the  airspace  encompassed  by  the  Mobile 
control  area  extension. 

Since  these  amendments  reduce  a  bur¬ 
den  on  the  public,  compliance  with  the 
notice,  public  procedure,  and  effective 
date  requirements  of  section  4  of  Uie 
Administrative  Procedure  Act  is  ‘un¬ 
necessary  and  they  may  be  made  effective 
upon  publication. 

In  consideration  of  the  foregoing,  and 
pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (25  F.R.  12582) , 
the  following  actions  are  taken: 

1.  In  §  608.44  Mississippi,  Gulfport, 
Miss.,  Restricted  Area  R-4402  (26  F.R. 
882)  is  revoked. 

2.  In  the  text  of  §  601.1166  (25  F.R. 
6419)  “and  on  the  S  by  Restricted  Areas 
(R-452)  and  (Rr-153).“  is  deleted  and 
“and  on  the  S  by  the  Pensacola,  Fla.,  Re¬ 
stricted  Area  R-2908  and  a  line  extend¬ 
ing  from  latitude  SO^lS'aO"  N.,  longitude 
88‘’01'30"  W.,  to  latitude  30‘’09'00"  N., 
longitude  88o30'00"  W.“  is  substituted 
therefor. 

These  amendments  shall  become  effec¬ 
tive  upon  date  of  publication  in  the 
Federal  Register. 

(Sec.  307(a),  72  Stat.  749;  49  U.S.C.  1348) 

Issued  in  Washington,  D.C.,  on  March 
29,  1961. 

D.  D.  Thomas, 
Director,  Bureau  of 
Air  Traffic  Management. 

[F.R.  Doc.  61-2969;  Filed,  Apr.  3,  1961; 

8:53  a.m.] 


Title  19— CUSTOMS  DUTIES 

Chapter  I — Bureau  of  Customs, 
Department  of  the  Treasury 

[TD.  55348] 

PART  6— AIR  COMMERCE 
REGULATIONS 

PART  10— ARTICLES  CONDITIONALLY 
FREE,  SUBJECT  TO  A  REDUCED 
RATE,  ETC. 

Declaration  and  Entry;  Nonresident 
Crewmembers  in  Transit  Through 
the  United  States 

Paragraph  1798(b)  (3)  of  the  Tariff  Act 
of  1930,  as  amended  (19  U.S.C.  1201,  par. 
1798(b)  (3)),  provides  for  the  entry  free 
of  duty  of  articles  not  exceeding  $200  in 
value  accompanying  a  person,  not  a  re¬ 
turning  resident  of  the  United  States,  in 
transit  to  a  place  outside  the  United 
States  Customs  territory.  It  has  been 
determined  that  this  provision  is  appli¬ 
cable  to  nonresident  crewmembers  leav¬ 
ing  their  vessels  in  the  United  States  to 
travel  as  passengers  to  their  homes  in 
foreign  countries  or  elsewhere  outside  the 
United  States  or  to  sign  on  at  the  same 


or  another  United  States  port  as  mem¬ 
bers  of  the  crew  of  another  carrier  which 
will  take  them  to  a  place  out^e  the 
United  Stid«s. 

1.  To  provide  the  procedure  to  be  fol¬ 
lowed  by  such  crewmembers  in  making 
entry  under  paragraph  1798(b)(3),  the 
second  sentence  of  S  10.19(c)  (1)  is 
amended  by  changing  the  initial  letter 
“E”  in  the  first  word  from  upper  to  lower 
case  and  inserting  at  the  b^iiming  of 
the  sentence  “Except  as  required  by 
§  10.22(c),”. 

2.  The  following  citation  of  authority 
is  inserted  at  the  end  of  §  10.19: 

(Sec.  498,  46  Stat.  728,  as  amended;  19  UB.C. 
1498) 

3.  Section  10.22  is  amended  as  follows: 

a.  The  last  sentence  of  paragraph  (a) 
is  deleted. 

b.  The  last  sentence  of  paragraph  (b) 
is  amended  to  read:  “Articles  not  passed 
free  belonging  to  an  officer  or  seaman 
may  be  transferred  from  one  vessel  to 
another  in  the  foreign  trade  under  the 
supervision  of  customs  officers,  by  a 
bonded  cartman  if  necessary,  without 
entry,  declaration,  or  assessment  of 
duty.” 

c.  A  new  paragraph  (d)  is  added  to 
read: 

(d)  A  nonresident  crewmember  leav¬ 
ing  a  vessel  to  travel  as  a  pass^iger  or 
crewmember  on  another  carrier  which 
will  take  him  to  a  place  outside  the 
United  States  and  who  desires  to  take 
with  him  to  such  place  articles  not  ex¬ 
ceeding  $200  in  value  accompaniring  him 
for  which  he  seeks  free  entry  under  para¬ 
graph  1798(b)  (3)  of  the  Tariff  Act  of 
1930,  as  amended,  shall  itemize  the  ar¬ 
ticles  on  a  declaration  and  entry  form 
described  in  paragraph  (b)  of  this  sec¬ 
tion.  In  support  of  his  declaration,  the 
crewmember  shall  state  in  writing  that 
(1)  he  has  been  finally  discharged  from 
the  vessel,  with  date  of  dischai^e,  (2)  he 
intends  to  depart  soon  from  the  same  or 
another  United  States  port  on  another 
carrier  for  a  place  outside  United  States 
Customs  territory  either  as  a  passenger 
or  as  a  crewmember,  and  (3)  the  articles 
will  be  taken  with  him  on  such  carrier 
to  such  place  outside  this  country  and 
will  not  remain  in  the  United  States. 
The  collector  may  require  the  vessel 
agent,  port  captain,  master,  or  other 
officer  of  the  vessel  on  which  the  crew¬ 
member  arrives  to  verify  the  crewmem¬ 
ber’s  discharge  and  to  state  whether  the 
second  and  third  statements  are  be¬ 
lieved  to  be  correct.  If  the  collector  is 
satisfied  that  the  crewmember’s  state¬ 
ments  are  correct,  the  articles  may  be 
passed  free  under  paragraph  1798(b)  (3) 
of  the  Tariff  Act  of  1930,  as  amended. 
See  section  10.18(c). 

d.  The  citation  of  authority  for  §  10.22 
is  amended  to  read: 

(Secs.  201  (par.  1798),  498,  584,  46  Stat.  683, 
as  amended,  728,  as  amended,  748,  as 
amended;  19  U.S.C.  1201  (par.  1798),  1498, 
1584) 

4.  Nonresident  crewmembers  of  air¬ 
craft  are  entitled  to  the  same  exemptions 
under  paragraph  1798(b)(3)  as  crew¬ 
members  of  vessels  and  they  should  fol¬ 
low  the  same  procedure  to  obtain  such 
exemptions.  To  make  this  clear,  §  6.7 (g) 


2780 


RULES  AND  REGULATIONS 


is  amended  by  adding  the  f(dlowing  sen¬ 
tence  at  the  end  thereof:  "A  nonresident 
crewmember  leaving  an  aircraft  to  travel 
as  a  passenger  or  crewmember  oa.  another 
carrier  which  will  take  him  to  a  place 
outside  the  United  States  and  who  de¬ 
sires  to  take  with  him  to  such  place  ar¬ 
ticles  not  exceeding  $200  in  value  ac- 
compansring  him  for  which  he  seeks  free 
entry  under  paragraph  1798(b)  (3)  of  the 
Tariff  Act  of  1930,  as  amended,  shall 
follow  the  procedure  set  forth  in  section 
10.22(d)  of  these  regulations.” 

(Sec.  624,  46  Stat.  759,  sec.  1109,  72  Stat.  799; 
1«  U.S.C.  1624,  49  n.S.C.  1509) 

[SEAL]  D.  B.  Strubinger, 

Acting  Commissioner  of  Customs. 

Approved:  March  27,  1961. 

A.  Gilmore  Flues, 

Acting  Secretary  of  the  Treasury. 

[F.R.  Doc.  61-2943:  FUed,  Apr.  3,  1961; 
8:50  a.m.] 


Title  21— FOOD  AND  DRUGS 

Chapter  I — Food  and  Drug  Adminis¬ 
tration,  Department  of  Health,  Edu¬ 
cation,  and  Welfare 
SUBCHAPTER  B — FOOD  AND  FOOD  PRODUCTS 

PART  121— FOOD  ADDITIVES 

Subpart  D — Food  Additives  Permitted 
in  Food  for  Human  Consumption 

Calcium  Disodium  Bthyle^ediabiine- 
tetraacctate 

The  Commissioner  of  Food  and  Drugs, 
having  evaluated  the  data  submitted 
in  a  petition  filed  (and  subsequently 
amended)  by  the  Blue  Channel  Corpora¬ 
tion,  Port  Royal,  South  Carolina,  and 
other  relevant  material  has  concluded 
that  the  'following  amendments  should 
issue  in  conformance  with  section  409 
of  the  Federal  Pood,  Drug,  and  Cosmetic 
Act,  with  respect  to  the  food  additive 
calcium  disodium  ethylenediaminetetra- 
acetate  in  or  on  cooked  canned  shrimp 
and  crabmeat,  to  retard  struvite  forma¬ 
tion  and  promote  color  retention.  There¬ 
fore,  pursuant  to  the  provisions  of  the 
act  (sec.  409(c)(1),  72  Stat.  1786;  21 
U.S.C.  348(c)  (1) ) ,  and  under  the  author¬ 
ity  delegated  to  the  Commissioner  by  the 
Secretary  of  Health,  Education,  and  Wel¬ 
fare  (25  PR.  8625),  §121.1017  of  the 
food  additive  regulations  (21  CFR  121.- 
1017;  26  FR.  25)  is  amended  in  the  fol¬ 
lowing  rei^ects: 

The  introducticHi  to  the  section  and 
paragraph  (b)  are  amended  to  read  as 
follows: 

§  121.1017  Calcium  disodium  ethylene- 
diaminetetraacetate  (calcium  di- 
soduim  (ethylenedinitrilo)  tetra¬ 
acetate;  calcium  disodium  EDTA). 

The  food  additive  calcium  disodiiun 
ethylenediaminetetraacetate  may  be 
safely  used  in  designated  foods,  for  the 
purposes  and  in  accordance  with  the 
conditions  prescribed,  as  follows: 

*  *  *  •  * 

(b)  It  is  used  or  intended  for  the  in¬ 
dicated  use  in  the  following  foods  at  not 
to  exceed  the  levels  prescribed,  calcu¬ 
lated  as  the  anhydrous  compound: 


Food 


Limitation 


Use 


Crabmeat  (cooked  canned).. 

Dressings,  nonstandardized. 
Fermented  malt  beverages.. 

French  dressing . . . 

Mayonnaise . 

Oleomargarine . 

Potato  salad . 

Salad  dressing . . 

Sandwich  spread . . 

Sauces . . . 

Shrimp  (cooked  canned).... 


276  parts  per  million.. 

76  parts  per  million... 
26  parts  per  million... 
76  parts  per  million... 

ioo  piute  per  m'iuTon. 
75  parts  per  million.. 
100  parts  per  million. 
75  parts  per  million.. 
250  parts  per  million. 


Retard  struvite  formation;  promote 
color  retention. 

Preservative. 

Antigushing  agent. 

Preservative. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Retard  struvite  formation;  promote 
color  retention. 


Any  person  who  will  be  adversely  af¬ 
fected  by  the  foregoing  order  may  at  any 
time  prior  to  the  thirtieth  day  from  the 
date  of  its  publication  in  the  Federal 
Register  file  with  the  Hearing  Clerk, 
Department  of  Health,  Education,  and 
Welfare,  Room  5440,  330  Independence 
Avenue  SW.,  Washington  25,  D.C.,  writ¬ 
ten  objections  thereto.  Objections  shall 
show  wherein  the  person  filing  will  be 
adversely  affected  by  the  order  and  spec¬ 
ify  with  particularity  the  provisions  of 
the  order  deemed  objectionable  and  the 
grounds  for  the  objections.  If  a  hear¬ 
ing  is  requested,  the  objections  must  state 
the  issues  for  the  hearing.  A  hearing 
will  be  granted  if  the  objections  are  sup¬ 
ported  by  grounds  legally  sufllcient  to 
justify  the  relief  sought.  Objections 
may  be  accompanied  by  a  memorandum 
or  brief  in  support  thereof.  All  docu¬ 
ments  shall  be  filed  in  quintuplicate. 

Effective  date.  This  order  shall  be 
effective  on  the  date  of  its  publication  in 
the  Federal  Register. 

(Sec.  409(c)(1),  72  Stat.  1786;  21  U.S.C. 
348(c)(1)) 

Dated:  March  28, 1961. 

[seal]  Geo.  P.  Larrick, 

Commissioner  of  Food  and  Drugs. 
[F.R.  Doc.  61-2940;  Filed,  Apr.  3,  1961; 

8:49  a.m.] 


tified,  except  that  the  date  may  be  Ig 
months,  24  months,  36  months,  48 
months,  or  60  months  after  the  month 
during  which  the  batch  was  certified  if 
the  person  who  requests  certification  has 
submitted  to  the  Commissioner  results 
of  tests  and  assays  showing  that  after 
having  been  stored  for  such  period  of 
time  such  drug  as  prepared  by  him  com¬ 
plies  with  the  standards  prescribed  by 
paragraph  (a)  of  this  section. 

Notice  and  public  procedure  are  not 
necessary  prerequisites  to  the  promulga¬ 
tion  of  this  order,  and  I  so  find,  since 
the  nature  of  the  change  is  such  that  it 
cannot  be  applied  to  any  specific  product 
unless  and  until  the  manufacturer  has 
supplied  adequate  data  regarding  that 
article. 

Effective  date.  This  order  shall  be¬ 
come  effective  30  days  from  the  date 
of  its  publication  in  the  Federal  Regis¬ 
ter. 

(Sec.  507,  59  Stat.  463  as  amended;  21  U.S.C. 
357) 

Dated:  March  28,  1961. 

[seal]  Geo.  P.  Larrick, 

Commissioner  of  Food  and  Drugs. 

[F.R.  Doc.  61-2941;  Filed,  Apr.  3,  1961; 

8:49  a.m.] 


SUBCHAPTER  C — DRUGS 

PART  146a— CERTIFICATION  OF  PEN¬ 
ICILLIN  AND  PENICILLIN-CONTAIN¬ 
ING  DRUGS 

Capsules  Crystalline  Penicillin; 

Extension  of  Expiration  Date 

Under  the  authority  vested  in  the  Sec¬ 
retary  of  Health,  Education,  and  Wel¬ 
fare  by  the  Federal  Food,  Drug,  and 
Cosmetic  Act  (sec.  507,  59  Stat.  463  as 
amended;  21  U.S.C.  357)  and  delegated 
to  the  Commissioner  of  Food  and  Drugs 
by  the  Secretary  (25  F.R.  8625) ,  the  reg¬ 
ulations  for  certification  of  antibiotic 
and  antibio  tic -containing  drugs  (21 
CFR  146a.99)  are  amended  as  follows: 

Section  146a.99(b)  (3)  is  amended  to 
read  as  follows: 

§  146a.99  Capsules  crystalline  penicillin 
G  (capsules  crystalline  penicillin  C 
potassium,  capsules  crystalline  peni¬ 
cillin  G  sodium). 
***** 

(b)  Packaging;  labeling;  request  for 
certification,  samples;  fees.  *  *  • 

(3)  It  shall  be  labeled  with  an  expira¬ 
tion  date  that  is  12  months,  if  it  con¬ 
tains  one  or  more  vitamin  substances, 
or  36  months,  if  it  does  not  contain  one 
or  more  vitamin  substances,  after  the 
month  during  which  the  batch  was  cer- 


Title  22— FOREIGN  RELATIONS 

Chapter  I — Department  of  State 

[Dept.  Reg.  108.465] 

PART  41— VISAS:  DOCUMENTATION 
OF  NONIMMIGRANTS  UNDER  THE 

IMMIGRATION  AND  NATIONALITY 

ACT,  AS  AMENDED 

Revalidation  of  Visas 

Part  41,  Chapter  I,  Title  22  of  the  Code 
of  Federal  Regulations  is  amended  by 
revising  paragraph  (a)  of  §  41.125  to 
permit  nonimmigrant  visas  issued  to  vis¬ 
itors  for  business  or  pleasure  to  be  re¬ 
validated  any  number  of  times  and  to 
remove  the  present  limitation  which  pre¬ 
cludes  the  revalidation  of  a  nonimmi¬ 
grant  visa  for  a  period  extending  more 
than  forty-eight  months  from  the  date 
of  original  issuance.  The  amended  par¬ 
agraph  reads  as  follows : 

§  41.125  Revalidation  of  visas. 

(a)  Conditions  for  revalidation.  A 
nonimmigrant  visa  may  be  revalidated  in 
the  same  classification  at  the  original 
visa -issuing  office  or  other  consular  office 
if 

(1)  The  alien’s  nationality  is  the  same, 

(2)  The  visa  is  about  to  expire,  or  has 
expired,  or  has  become  invalid  by  reason 
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of  having  been  used  for  the  niimber  of 
applications  for  admission  specified 
therein,  and 

(3)  The  consular  officer  is  satisfied 
that  the  alien  is  a  bona  fide  nonimmi¬ 
grant  and  is  otherwise  eligible  to  receive 
a  nonimmigrant  visa. 

A  nonimmigrant  visa  issued  under  the 
provisions  of  section  101(a)  (15)  (B)  of 
the  Act  may  be  revalidated  any  nmnber 
of  times  for  the  period  and  number  of 
applications  for  admission  prescribed  by 
the  Secretary  of  State  but  a  nonimmi¬ 
grant  visa  issued  imder  any  other  section 
of  law  or  regulations  may  not  be  revali¬ 
dated  for  a  period  which  would  extend 
its  validity  for  more  than  forty-eight 
months  from  the  date  of  original 
issuance. 

Effective  date.  The  regulations  con¬ 
tained  in  this  order  shall  become  effec¬ 
tive  upon  publication  in  the  Federal 
Register. 

The  provisions  of  section  4  of  the  Ad¬ 
ministrative  Procedure  Act  (60  Stat.  238; 
5  UB.C.  1003)  relative  to  notice  of  pro¬ 
posed  rule  making  are  inapplicable  to 
this  order  because  the  regulations  con¬ 
tained  therein  involve  foreign  affairs 
functions  of  the  United  States. 

Dated:  March  29, 1961. 

Harris  H.  Huston, 

Acting  Administrator,  Bureau  of 
Security  and  Consular  Affairs. 
[F.R.  Doc.  61-2986;  Filed,  Apr.  3,  1961; 

8:53  a.m.] 


Title  26— INTERNAL  REVENUE 

Chapter  I — Internal  Revenue  Service, 
Department  of  the  Treasury 

[T.D.  6558] 

PART  1 —INCOME  TAX;  TAXABLE 
YEARS  BEGINNING  AFTER  DECEM¬ 
BER  31,  1953 

part  19— temporary  rules  UN¬ 
DER  CERTAIN  PROVISIONS  OF  LIFE 
INSURANCE  COMPANY  INCOME 
TAX  ACT  OF  1959 

Miscellaneous  Amendments 

On  January  20,  1961,  notice  of  pro¬ 
posed  rule  making  regarding  amendment 
of  the  Income  Tax  Regulations  under 
sections  817,  818,  819,  and  820  of  the 
Internal  Revenue  Code  of  1954,  as 
amended  by  the  Life  Insurance  Com¬ 
pany  Income  Tax  Act  of  1959  (73  Stat. 
112),  relating  to  life  insurance  com¬ 
panies,  was  published  in  the  Federal 
Register  (26  F.R.  589) .  After  considera¬ 
tion  of  all  such  relevant  matter  as  was 
presented  by  interested  persons  regard¬ 
ing  the  rules  proposed,  the  regulations 
as  so  published,  subject  to  the  changes 
set  forth  below,  are  hereby  adopted. 
Sections  1.818-2  and  1.818-3  of  such 
regulations  supersede  §§  19.1-3  and  19.1- 
4,  respectively,  of  Treasury  Decision 
6415  (26  CPR  Part  19),  approved  Sep¬ 
tember  10,  1959  (24  F.R.  7373) .  Sections 
1.818-4,  1.818-5,  and  1.820-2  of  such 
regulation  supersede  §§  19.1-8,  19.1-9, 
and  19.1-10,  respectively,  of  Treasury 
Decision  6414  (26  CFR  Part  19) ,  approved 
September  9,  1959  (24  F.R.  7371). 


Paragraph  1.  Section  1.817-2  is  re¬ 
vised  by  deleting  the  first  clause  appear¬ 
ing  in  example  (1)  of  paragraph  (c)  and 
by  inserting  in  lieu  thereof  a  new  clause. 
Par.  2.  Section  1.817-3  is  revised — 

(A)  By  deleting  the  second  and  third 
sentences  appearing  in  example  (2)  of 
paragraph  (b)  and  by  inserting  in  lieu 
thereof  a  new  sentence. 

(B)  By  deleting  the  second  line  of  the 
tabular  material  appearing  immediately 
after  the  colon  in  the  example  in  para¬ 
graph  (d)  and  by  inserting  a  new  line  in 
lieu  thereof. 

Par.  3.  Section  1.818-4  is  revised — 

(A)  By  deleting  the  third  sentence  of 
paragraph  (e)  and  by  inserting  in  lieu 
thereof  a  new  sentence. 

(B)  By  deleting  the  second  sentence 
of  paragraph  (f )  and  by  inserting  in  lieu 
thereof  a  new  sentence. 

Par.  4.  Section  1.819-2  is  revised  by 
deleting  the  fourth  sentence  of  para¬ 
graph  (c)  (4)  (ii)  and  by  inserting  in  lieu 
thereof  a  new  sentence. 

Par.  5.  Section  1.820-2  is  revised — 

(A)  By  deleting  the  third  sentence  of 
paragraph  (b)(1)  and  by  inserting  in 
lieu  thereof  a  new  sentence. 

(B)  By  deleting  the  second  sentence  of 
paragraph  (c)  and  by  inserting  in  lieu 
thereof  a  new  sentence. 

Par.  6.  Section  1.820-3  is  revised  by 
deleting  the  second  sentence  of  para¬ 
graph  (a)  (1)  and  by  inserting  in  lieu 
thereof  a  new  sentence: 

[SEAL]  Mortimer  M.  Caplin, 

Commissioner  of  Internal  Revenue. 

Approved:  March  29, 1961. 

Henry  H.  Fowler, 

Acting  Secretary  of  the  Treasury. 

In  order  to  provide  regulations  under 
sections  817,  818,  819,  and  820  of  the 
Internal  Revenue  Code  of  1954,  as  added 
by  the  Life  Insurance  Company  Income 
Tax  Act  of  1959  (73  Stat.  132),  the 
Income  Tax  Regulations  (26  CFR  Part 
1)  are  amended  as  follows: 

There  are  inserted  immediately  after 
§  1.816  the  following  new  sections: 

Sec. 

1.817  statutory  provisions;  life  insurance 

companies;  rules  relating  to  cer¬ 
tain  gains  and  losses. 

1.817- 1  Taxable  years  affected. 

1.817- 2  Treatment  of  capital  gains  and 

losses. 

1.817- 3  Gain  on  property  held  on  December 

31,  1958,  and  certain  substituted 
property  acquired  after  1958. 

1.817- 4  Special  rules. 

1.818  Statutory  provisions;  life  insurance 

companies:  accounting  provisions. 

1.818- 1  Taxable  years  affected. 

1.818- 2  Accounting  provisions. 

1.818- 3  Amortization  of  premium  and  ac¬ 

crual  of  discount. 

1.818- 4  Election  with  respect  to  life  insur¬ 

ance  reserves  computed  on  pre¬ 
liminary  term  basis. 

1.818- 5  Short  taxable  years. 

1.818- 6  Transitional  rule  for  change  in 

method  of  accounting. 

1.818- 7  Denial  of  double  deductions. 

1.819"  Statutory  provisions;  life  insurance 

companies;  foreign  life  insurance 
companies. 

1.819- 1  Taxable  years  affected. 

1.819- 2  Foreign  life  Insurance  companies. 
1.820  Statutory  provisions;  life  insurance 

companies;  optional  treatment  of 
policies  reinsured  under  modified 
coinsurance  contracts. 


1.820- 1  Taxable  years  affected. 

1.820- 2  Optional  treatment  of  policies  re¬ 

insured  under  modified  coinsur¬ 
ance  contracts. 

1.820- 3  Special  rules. 

Authobitt:  !§  1.817  to  1.820-3  i^ued 
under  sec.  7805,  I.R.C,  1954;  68A  Stat.  917; 
26  U.S.C.  7805. 

Miscellaneous  Provisions 

§  1.817  Statutory  provisions;  life  insur¬ 
ance  companies;  rules  relating  to 
certain  gains  and  losses. 

Sec.  817.  Rules  relating  to  certain  gains 
and  losses — (a)  Treatment  of  capital  gains 
and  losses,  etc.  In  the  case  of  a  life  insur¬ 
ance  company — 

(1)  In  applying  section  1231(a),  the  term 
“property  used  in  the  trade  or  business” 
shall  be  treated  as  including  only — 

(A)  Property  used  in  carrying  on  an  in¬ 
surance  business,  of  a  character  which  is 
subject  to  the  allowance  for  depreciation 
provided  in  section  167,  held  for  more  than 
6  months,  and  real  property  used  in  carrying 
on  an  insurance  business,  held  for  more  than 
6  months,  which  is  not  described  in  section 
1231(b)(1)(A),  (B),  or  (C),  and 

(B)  Property  described  in  section  1231(b) 

(2),  and 

(2)  In  applying  section  1221(2),  the  ref¬ 
erence  to  property  used  in  trade  or  business 
shall  be  treated  as  including  only  property 
used  in  carrying  on  an  insurance  business. 

(b)  Gain  on  property  held  on  December 
31,  1958,  and  certain  substituted  property 
acquired  after  1958 — (1)  Property  held  on 
December  31,  1958.  In  the  case  of  property 
held  by  the  taxpayer  on  December  31,  1958, 
if— 

(A)  The  fair  market  value  of  such  prop¬ 
erty  on  such  date  exceeds  the  adjusted  basis 
for  determining  gain  as  of  such  date,  and 

(B)  The  taxpayer  has  been  a  life  insur¬ 
ance  company  at  all  times  on  and  after 
December  31,  1958, 

the  gain  on  the  sale  or  other  disposition  of 
such  property  shall  be  treated  as  an  amount 
(not  less  than  zero)  equal  to  the  amount 
by  which  the  gain  (determined  without 
regard  to  this  subsection)  exceeds  the  differ¬ 
ence  between  the  fair  market  value  on  De¬ 
cember  31,  1958,  and  the  adjusted  basis  for 
determining  gain  as  of  such  date. 

(2)  Certain  property  acquired  after  De¬ 
cember  31,  1958.  In  the  case  of  property 
acquired  after  December  31,  1958,  and  having 
a  substituted  bsisis  (within  the  meaning  of 
section  1016(b) )  — 

(A)  For  purposes  of  paragraph  (1),  such 
property  shall  be  deemed  held  continuously 
by  the  taxpayer  since  the  beginning  of  the 
holding  period  thereof,  determined  with 
reference  to  section  1223, 

(B)  The  fair  market  value  and  adjusted 
basis  referred  to  in  paragraph  (1)  shall  be 
that  of  that  property  for  which  the  holding 
period  taken  into  account  includes  Decem¬ 
ber  31,  1958, 

(C)  Paragraph  (1)  shall  apply  only  if  the 
property  or  properties  the  holding  periods 
of  which  are  taken  into  account  were  held 
only  by  life  insurance  companies  after  De¬ 
cember  31,  1958,  during  the  holding  periods 
so  taken  into  account, 

(D)  The  difference  between  the  fair  mar¬ 
ket,  value  and  adjusted  basis  referred  to  in 
paragraph  (1)  shall  be  reduced  (not  less 
than  zero)  by  the  excess  of  (i)  the  gain  that 
would  have  been  recognized  but  for  this  sub¬ 
section  on  all  prior  sales  or  disixxdtions  after 
December  31,  1958,  of  properties  referred  to 
in  subparagraph  (C) ,  over  (li)  the  gain 
that  was  recognized  on  such  sales  or  other 
dispositions,  and 

(E)  The  basis  of  such  property  shall  be 
determined  as  if  the  gain  which  would  have 
been  recognized  but  for  this  subsection  were 
recognized  gain. 

(3)  Property  defined.  For  purposes  of 
paragraphs  (1)  and  (2),  the  term  “prop- 
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erty”  does  not  Include  Insurance  and  an¬ 
nuity  contracts  (and  contracts  supple¬ 
mentary  thereto)  and  property  described 
in  paragraph  (1)  of  section  1221. 

(c)  Limitation  on  capital  loss  carryovers. 

A  net  capital  loss  for  any  taxable  year  be¬ 
ginning  before  January  1.  1959,  shall  not  be 
taken  Into  account. 

(d)  Gain  on  transactions  occurring  prior 
to  January  1,  1959.  For  purposes  of  this 
part,  there  shall  be  excluded  any  gain  from 
the  sale  or  exchange  of  a  capital  asset,  and 
any  gain  considered  as  gain  from  the  sale 
or  exchange  of  a  capital  asset,  resulting  from 
sales  or  other  dispositions  of  property  prior 
to  January  1,  1959.  Any  gain  after  Decem¬ 
ber  31,  1958,  resulting  from  the  sale  or  other 
disposition  of  property  prior  to  January  1, 
1959,  which,  but  for  this  sentence,  would  be 
taken  into  account  under  section  1231,  shall 
not  be  taken  into  account  under  section  1231 
for  purposes  of  this  part. 

(e)  Certain  reinsurance  transactions  in 
1958.  For  ptuposes  of  this  part,  the  re¬ 
insurance  in  a  single  transaction,  or  in  a 
series  of  related  transactions,  occurring  in 
1958,  by  a  life  instirance  company  of  all  of 
its  insurance  contracts  of  a  particular  type, 
through  the  assumption  by  another  company 
or  companies  of  all  liabilities  under  such 
contracts,  shall  be  treated  as  a  sale  of  a 
capital  asset. 

[Sec.  817  as  added  by  sec.  2,  Life  Insurance 
Company  Tax  Act  1955  (70  Stat.  46) ; 

amended  by  sec.  2,  Life  Insurance  Company 
Income  Tax  Act  1959  (73  Stat.  132)  ] 

§  1.817—1  Taxable  years  affected. 

Sections  1.817-2  through  1.817-4  are 
applicable  only  to  taxable  years  begin¬ 
ning  after  December  31,  1957,  and  all 
references  to  sections  of  part  I,  sub¬ 
chapter  L,  chapter  1  of  the  Code  are  to 
the  Internal  Revenue  Code  of  1954,  as 
amended  by  the  Life  Insurance  Company 
Inctxne  Tax  Act  of  1959  (73  Stat.  112). 

§  1.817—2  Treatment  of  capital  gains 
and  losses. 

(a)  In  general.  For  taxable  years  be¬ 
ginning  after  December  31,  1958,  if  the 
net  long-term  capital  gain  (as  defined  in 
section  1222(7) )  of  any  life  insurance 
company  exceeds  its  net  short-term  cap¬ 
ital  loss  (as  defined  in  section  1222(6) ), 
section  802(a)(2)  imposes  a  separate 
tax  equal  to  25  percent  of  such  excess. 
Except  as  modified  by  section  817  (rules 
relating  to  certain  gains  and  losses) ,  the 
general  rules  of  the  Code  relating  to 
gains  and  losses,  such  as  subchapter  O 
(relating  to  gain  or  loss  on  disposition  of 
property) .  subchapter  P  (relating  to  cap¬ 
ital  gains  and  losses),  etc.,  shall  apply 
with  respect  to  life  insurance  companies. 

(b)  Modification  of  section  1221  and 
1231.  (1)  In  the  case  of  a  life  insurance 
company,  section  817(a)(1)  provides 
that  for  purposes  of  applying  section 
1231(a)  (relating  to  property  used  in  the 
trsule  or  business  and  involimtary  con- 
versiMis) ,  the  term  “property  used  in  the 
trade  or  business”  shall  be  treated  as  in¬ 
cluding  only — 

(i)  Pix^ierty  used  in  carrying  on  an 
insurance  business,  of  a  character  sub¬ 
ject  to  the  allowance  for  depreciation 
under  section  167  (even  though  fully 
depreciated),  held  for  more  than  6 
months,  and  real  property  used  in  carry¬ 
ing  on  an  insurance  business,  held  for 
more  than  6  months,  and  which  is  not — 

(o)  Property  of  a  kind  which  would 
properly  be  includible  in  the  inventory  of 
the  taxpayer  if  on  hand  at  the  close  of 
the  taxable  year; 
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8  1.817—3  Gain  on  property  held  on 
December  31,  1958,  and  certain  sub¬ 
stituted  property  acquired  after  1958. 

(a)  Limitation  of  gain  recognized  on 
property  held  on  December  31,  1958. 

(1)  Section  817(b)  (1)  limits  the  amount 
of  gain  that  shall  be  recognized  on  the 
sale  or  other  disposition  of  property 
other  than  insurance  and  annuity  con¬ 
tracts  (and  contracts  supplementary 
thereto)  and  property  described  in  sec¬ 
tion  1221(1)  (relating  to  stock  in  trade 
or  inventory-type  property)  if: 

(i)  The  property  was  held  (or  treated 
as  held  within  the  meaning  of  para¬ 
graph  (c)  (1)  of  this  section)  by  a  life 
insurance  company  on  December  31, 
1958; 

(ii)  Hie  taxpayer  has  been  a  life 
insurance  company  at  all  times  on  and 
after  December  31,  1958,  including  the 
date  of  the  sale  or  other  disposition  of 
the  property;  and 

(iii)  The  fair  market  value  of  the 
property  on  December  31,  1958,  exceeds 
the  adjusted  basis  for  determining  gain 
as  of  such  date. 

The  gain  on  the  sale  or  other  disposi¬ 
tion  of  such  property  shall  be  limited 
to  an  amount  (but  not  less  than  zero) 
equal  to  the  amount  by  which  the  gain 
(determined  without  regard  to  section 
817(b)(1))  exceeds  the  difference  be¬ 
tween  the  fair  market  value  of  such  prop¬ 
erty  on  December  31,  1958,  and  the  ad¬ 
justed  basis  for  determining  gain  as  of 
such  date.  Accordingly,  the  separate  25 
percent  tax  rate  imposed  by  section  802 
(a)  (2)  shall  apply  with  respect  to  the 
amount  of  gain  so  limited  and,  in  the 
case  of  a  stock  life  insurance  company, 
the  amount  of  such  gain  shall  be  taken 
into  accoimt  under  section  815(b)  (2) 
(A)  (ii)  for  purposes  of  determining  the 
amount  to  be  added  to  the  shareholders 
surplus  account  (as  defined  in  section 
815(b)  and  §  1.815-3)  for  the  taxable 
year.  Furthermore,  the  amount  of  the 
gain  (determined  without  regard  to  sec¬ 
tion  817(b)(1)  and  this  paragraph) 
which  is  not  taken  into  account  imder 
section  802(a)  (2)  and  paragraph  (f)  of 
§  1.802-3  by  reason  of  the  application  of 
section  817(b)(1)  shall  be  included  in 
other  accoimts  (as  defined  in  §  1.815-5) 
by  such  a  company  for  the  taxable  year. 

(2)  Section  817(b)(1)  and  subpara¬ 
graph  (1)  of  this  paragraph  shall  not 
apply  for  purposes  of  determining  loss 
with  respect  to  property  held  on  De¬ 
cember  31,  1958. 

(b)  Illustration  of  principles.  The 
application  of  section  817(b)(1)  and 
paragraph  (a)  of  this  section  may  be 
illustrated  by  the  following  examples: 

Example  (1).  On  December  31,  1958,  J, 
a  stock  life  insurance  company,  owned  stock 
of  Z  Corporation  and  on  such  date  the  stock 
had  an  adjusted  basis  for  determining  gain 
of  $5,000  and  a  fair  market  value  of  $6,000. 
On  August  1,  1959,  the  company  sells  such 
stock  for  $8,()00.  Assuming  J  qualifies  as  a 
life  insurance  company  for  the  taxable  year 
1959,  and  applying  the  provisions  of  section 
817(b)(1)  and  paragraph  (a)  of  this  sec¬ 
tion,  the  gain  recognized  (assuming  no  ad- 
Jvistment  to  basis  for  the  period  since  De¬ 
cember  31,  1958)  on  the  sale  shall  be  lim¬ 
ited  to  $2,000  (the  amount  by  which  the 
gain  realized,  $3,000,  exceeds  the  difference, 
$1,000,  between  the  fair  market  value,  $6,000, 
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and  the  adjusted  basis,  $5,000,  for  determin¬ 
ing  gain  on  December  31.  1958).  Thus,  J 
shall  take  into  aocotint  $2,000  under  section 
815(b)  (2)  (A)  (ii)  for  purposes  of  determin-  , 
ing  the  amofmt  to  be  added  to  its  share-  ' 
holders  surplus  account  for  the  taxable  year 
and  shall  include  $1,000  .in  other  accounts 
for  the  taxable  year. 

Example  (2).  The  facts  are  the  same  as 
in  example  (1) ,  except  that  the  selling  price 
is  $5,800.  In  such  case,  no  gain  shall  be 
recognized  even  though  there  is  a  realized 
gain  of  $800  since  such  realized  gain  does 
not  exceed  the  difference  ($1,000)  between 
the  fair  market  value  ($6,000)  and  the  ad¬ 
justed  basis  ($5,000)  for  determining  gain 
on  December  31,  1958.  Furthermore,  no  loss 
shall  be  realized  or  recognized  as  a  res\ilt 
of  this  transaction.  Thus,  J  shall  include 
$800  in  other  accounts  for  the  taxable  year 
and  shall  not  take  into  account  any  amount 
under  section  815(b)  (2)  (A)  (ii) . 

Example  (3).  The  facts  are  the  same  as 
in  example  (1),  except  that  the  adjtisted 
basis  for  determining  loss  is  $5,000  and  the 
selling  price  is  $4,500.  In  such  case,  since 
J  has  siistalned  a  loss,  section  817(b)(1) 
does  not  apply. 

(c)  Certain  substituted  property  ac¬ 
quired  after  December  31, 1958.  Section 
817(b)(2)  provides  that  if  a  life  insur¬ 
ance  company  acquires  property  after 
December  31,  1958,  in  exchange  for 
property  actually  held  by  the  company 
on  December  31,  1958,  and  the  property 
acquired  has  a  substituted  basis  within 
the  meaning  of  section  1016(b)  and 
§  1.1016-10,  the  following  rules  shall 
apply: 

( 1 )  For  purposes  of  section  817(b)(1), 
such  acquired  property  shall  be  deemed 
as  having  been  held  continuously  by  the 
taxpayer  since  the  beginning  of  the 
holding  period  thereof  as  determined 
under  section  1223; 

(2)  The  fair  market  value  and  ad¬ 
justed  basis  referred  to  in  section 
817(b)  (1)  shall  be  that  of  that  property 
for  which  the  holding  period  taken  into 
account  includes  December  31,  1958; 

(3)  Section  817(b)  (1)  shall  apply  only 
if  the  property  or  properties,  the  hold¬ 
ing  periods  of  which  are  taken  into 
accoimt,  were  held  only  by  life  insurance 
companies  after  December  31,  1958, 
during  the  holding  periods  so  taken  into 
accoimt; 

(4)  The  difference  between  the  fair 
market  value  and  adjusted  basis  referred 
to  in  section  817(b)  (1)  shall  be  reduced 
(but  not  below  zero)  by  the  excess  of 
(i)  the  gain  that  would  have  been 
recognized  but  for  section  817(b)  on  all 
prior  sales  or  other  dispositions  after 
December  31, 1958,  of  properties  referred 
to  in  section  817(b)  (2)  (C)  over  (ii)  the 
gain  that  was  recognized  on  such  sales 
or  other  dispositions;  and 

(5)  The  basis  of  such  acquired  prop¬ 
erty  shall  be  determined  as  if  the  gain 
which  would  have  been  recognized  but 
for  section  817(b)  were  recognized  gain. 

For  purposes  of  section  817(b)(2)  and 
this  paragraph,  the  term  “property”  does 
not  include  insurance  and  annuity  con¬ 
tracts  (and  contracts  supplementary 
thereto)  and  property  described  in  sec¬ 
tion  1221(1)  (relating  to  stock  in  trade 
or  inventory-type  property).  Further¬ 
more,  the  provisions  of  section  817(b)  (1) 
and  paragraph  (a)(1)  of  this  section 
shall  not  apply  for  purposes  of  deter¬ 


mining  loss  with  respect  to  property 
described  in  section  817(b)  (2)  and  this 
paragraph. 

>  (d)  Illustration  of  principles.  The 
application  of  section  817(b)(2)  and 
paragraph  (c)  of  this  section  may  be 
illustrated  by  the  following  example: 

Example.  Assume  that  W,  a  life  insurance 
company,  owns  property  B  on  December  31, 
1958,  at  which  time  its  adjusted  basis  was 
$1,000  and  its  fair  market  value  was  $1,800. 
On  January  31,  1960,  in  a  transaction  to 
which  section  1031  (relating  to  exchange  of 
property  held  for  productive  use  or  invest¬ 
ment)  applies,  W  receives  property  H  having 
a  fair  market  value  of  $1,700  plus  $300  in 
cash  in  exchange  for  property  B.  The  gain 
realized  on  the  transaction,  without  regard 
to  section  817(b)  is  $1,000  (assuming  no 
adjustments  to  basis  for  the  period  since 
December  31,  1958).  Under  the  provisions 
of  section  817(b)  (1)  the  gain  is  limited  to 
$200.  The  entire  $200  shall  be  recognized 
since  such  amount  is  less  than  the  amount 
of  gain  ($300)  which  would  be  recognized 
under  section  1031.  Applying  the  provisions 
of  section  817(b)  (2)  and  paragraph  (c)  of 
this  section,  the  basis  of  property  H  shall 
be  determined  as  if  the  entire  $300  of  cash 
received  is  recognized  gain.  Thus,  the  basis 
of  property  H  under  section  1031  is  $1,000 
($1,000  (the  basis  of  property  B)  minus  $300 
(the  amount  of  money  received)  plus  $300 
(the  recognized  gain  of  $200  plus  $100  which 
would  have  been  recognized  but  for  section 
817(b)).  If  W  later  sells  property  H  for 
$2,200  cash,  and  assuming  no  further  adjust¬ 
ments  to  its  basis  of  $1.0(X),  the  gain  realized 
is  $1,200,  but  due  to  the  application  of  section 
817(b)(2)  the  amount  of  gain  recognized  is 
$500,  computed  as  follows: 


Selling  price _ $2,200 

Less:  Adjusted  basis  as  of  date  of 
sale  _ : _  1,0(X) 


Gain  realized _  1, 200 

Fair  market  .  value  as  of 

12-31-58 . $1, 800 

Adjusted  basis  as  of  12-31-58-  1, 000 


Excess  of  fair  market  value 

over  adjusted  basis _  800 


Less :  Excess  of  gain  which 
would  have  been  recognized 
on  all  prior  dispositions  but 
for  sec.  817(b)  over  gain 
recognized  on  all  prior 
dispositions  ($300  minus 


$200)—- . — . .  100 

J -  700 

Gain  recognized _  500 


§  1.817—4  Special  rules. 

(a)  Limitation  on  capital  loss  carry¬ 
overs.  Section  817(c)  provides  that  a 
net  capital  loss  (as  defined  in  section 
1222(10) )  for  any  taxable  year  beginning 
before  January  1, 1959,  shall  not  be  taken 
into  account.  For  any  taxable  year  be¬ 
ginning  after  December  31, 1958,  the  pro¬ 
visions  of  part  n.  subchapter  P,  chapter 
1  of  the  Code  (relating  to  the  treatment 
of  capital  losses)  shall  be  applicable  to 
life  insurance  companies  for  purposes  of 
determining  the  tax  imposed  by  section 
802(a)  (2)  and  §  1.802-2  (relating  to  the 
imposition  of  tax  in  case  of  capital 
gains) . 

(b)  Gain  on  transactions  occurring 
prior  to  January  1,  1959.  For  purposes 
of  part  I,  subchapter  L,  chapter  1  of  the 
Code,  section  817(d)  provides  that — 

(1)  There  shall  be  excluded  from  tax 
any  gain  from  the  sale  or  exchange  of  a 
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capital  asset,  and  any  gain  considered  as 
gain  from  the  sale  or  exchange  of  a  cap¬ 
ital  asset,  which  results  from  sales  or 
other  dispositions  of  property  prior  to 
January  1,  1959;  and 

(2)  Any  gsdn  after  December  31, 1958, 
resulting  from  the  sale  or  other  disposi¬ 
tion  of  property  prior  to  January  1, 1959, 
which,  but  for  this  subparagraph,  would 
be  taken  into  accoiuit  under  section  1231, 
shall  not  be  taken  into  account  under 
section  1231. 

For  example,  if  a  life  insurance  company 
makes  an  installment  sale  of  a  capital 
asset  prior  to  January  1,  1959,  and  pay¬ 
ments  are  received  after  such  date,  any 
capital  gain  attributable  to  such  sale 
shall  not  be  taken  into  account  for  pur¬ 
poses  of  section  802(a)(2).  Further¬ 
more,  any  gain  referred  to  in  subpara¬ 
graphs  (1)  and  (2)  and  the  preceding 
sentence  shall  not  be  taken  into  account 
in  determining  the  excess  of  the  net 
short-term  capital  gain  over  the  net 
long-term  capital  loss  for  purposes  of 
computing  taxable  investment  income 
under  section  804(a)  (2)  or  gain  or  loss 
from  operations  under  section  809(b). 

(c)  Certain  reinsurance  transactions 
in  1958.  For  purposes  of  part  I,  section 
817(e)  provides  that  where  a  life  in¬ 
surance  company  reinsures  (or  sells)  all 
of  its  insurance  contracts  of  a  particular 
type,  such  as  an  entire  industrial  depart¬ 
ment,  in  either  a  single  transaction,  or 
in  a  series  of  related  transactions,  all  of 
which  occurred  during  1958,  and  the  re¬ 
insuring  (or  purchasing)  company  or 
o(»npanies  assume  all  liabilities  under 
such  contracts,  such  reinsurance  (or 
sale)  shall  be  treated  as  the  sale  of  a 
capital  asset.  However,  such  transac¬ 
tion  shall  be  subject  to  the  provisions  of 
section  806(a)  and  §  1.806-3  (relating  to 
adjustments  for  certain  changes  in  re¬ 
serves  and  assets). 

(d)  Certain  reinsurance  transactions 

occurring  after  December  31.  1958. 

[Reserved] 

§  1.818  Statutory  provisions;  life  insur¬ 
ance  companies;  accounting  provi¬ 
sions. 

Sec.  818.  Accounting  provisions — (a) 
Method  of  accounting.  All  computations 
entering  Into  the  determination  of  the 
taxes  imposed  by  this  part  shall  be  made — 

(1)  Under  an  accrual  method  of  account¬ 
ing,  or 

(2)  To  the  extent  permitted  under  regu¬ 
lations  prescribed  by  the  Secretary  or  his 
delegate,  under  a  combination  of  an  accrual 
method  of  accounting  with  any  other  method 
permitted  by  this  chapter  (other  than  the 
cash  receipts  and  disbursements  method). 

Except  as  provided  in  the  preceding  sentence, 
all  such  computations  shall  be  made  in  a 
manner  consistent  with  the  manner  required 
for  piu-poses  of  the  annual  statement  ap¬ 
proved  by  the  National  Association  of  In¬ 
surance  Ciommissioners. 

(b)  Amortization  of  premium  and  accrual 
of  discount — (1)  In  general.  The  appropri¬ 
ate  items  of  income,  deductions,  and  adjust¬ 
ments  under  this  part  shall  be  adjusted  to 
reflect  the  appropriate  amortization  of 
premium  and  the  appropriate  accrual  of  dis¬ 
count  attributable  to  the  taxable  year  on 
bonds,  notes,  debentures,  or  other  evidences 
of  indebtedness  held  by  a  life  insurance  com¬ 
pany.  Such  amortization  and  accrual  shall 
be  determined — 


(A)  In  accordance  with  the  method  regu¬ 
larly  employed  by  such  company,  if  such 
method  is  reasonable,  and 

(B)  In  all  other  cases,  in  accordance  with 
regulations  prescribed  ^  the  Secretary  or 
his  deleg^ate. 

(2)  Special  rules — (A)  Amortization  of 
bond  premium.  In  the  case  of  any  bond  (as 
deflned  in  section  171(d))  acquired  after 
December  31,  1957,  the  amount  of  bond 
premiiun,  and  the  amortizable  bond  pre¬ 
mium  for  the  taxable  year,  shall  be  deter¬ 
mined  under  section  171(b)  as  if  the  election 
set  forth  in  section  171(c)  had  been  made. 

(B)  Convertible  evidences  of  indebtedness. 
In  no  case  shall  the  amount  of  premiiim  on 
a  convertible  evidence  of  Indebtedness  in¬ 
clude  any  amount  attributable  to  the  con¬ 
version  features  of  the  evidence  of  indebt¬ 
edness. 

(c)  Life  insurance  reserves  computed  on 
preliminary  term  basis.  For  purposes  of  this 
part  (other  than  section  801) ,  at  the  election 
of  the  taxpayer  the  amount  taken  into  ac¬ 
count  as  life  Insurance  reserves  with  respect 
to  contracts  for  which  such  reserves  are 
computed  on  a  preliminary  term  basis  may 
be  determined  on  either  of  the  following 
bases : 

(1)  Exact  revaluation.  As  if  the  reserves 
for  all  such  contracts  had  been  computed 
on  a  net  level  premium  basis  (using  the 
same  mortality  assumptions  and  interest 
rates  for  both  the  preliminary  term  basis 
and  the  net  level  premium  basis). 

(2)  Approximate  revaluation.  The  amount 
computed  without  regard  to  this  subsection — 

(A)  Increased  by  $21  per  $1,000  of  insur¬ 
ance  in  force  (other  than  term  insurance) 
under  such  contracts,  less  2.1  percent  of 
reserves  under  such  contracts,  and 

(B)  Increased  by  $5  per  $1,000  of  term 
insurance  in  force  under  such  contracts 
which  at  the  time  of  issuance  cover  a  period 
of  more  than  15  years,  less  0.5  percent  of 
reserves  under  such  contracts. 

If  the  taxpayer  makes  an  election  under 
either  paragraph  (1)  or  (2)  for  any  taxable 
year,  the  basis  adopted  shall  be  adhered 
to  in  making  the  computations  under  this 
part  (other  than  section  801)  for  the  taxa¬ 
ble  year  and  all  subsequent  taxable  years 
unless  a  change  in  the  basis  of  computing 
such  reserves  is  approved  by  the  Secretary 
or  his  delegate,  except  that  if,  pursuant  to 
an  election  made  for  a  taxable  year  begin¬ 
ning  in  1958,  the  basis  adopted  is  the  basis 
provided  in  paragraph  (2) ,  the  taxpayer  may 
adopt  the  basis  provided  by  paragraph  (1) 
for  its  flrst  taxable  year  beginning  after 
1958. 

(d)  Short  taxable  years.  If  any  return  of 
a  corporation  made  under  this  part  is  for  a 
period  of  less  than  the  entire  calendar  year 
(referred  to  in  this  subsection  as  “short 
period”),  then  section  443  shall  not  apply 
in  respect  of  such  period,  but — 

(1)  The  taxable  investment  income  and 
the  gain  or  loss  from  operations  shall  be 
determined,  under  regulations  prescribed  by 
the  Secretary  or  his  delegate,  on  an  annual 
basis  by  a  ratable  daily  projection  of  the 
appropriate  flgures  for  the  short  period. 

(2)  That  portion  of  the  life  insurance 
company  taxable  income  described  in  para¬ 
graphs  (1)  and  (2)  of  section  802(b)  shall 
be  determined  on  an  annual  basis  by  treat¬ 
ing  the  amoimts  ascertained  under  para¬ 
graph  (1)  as  the  taxable  investment  income 
and  the  gain  or  loss  from  operations  for 
the  taxable  year,  and 

(3)  That  portion  of  the  life  insurance 
company  taxable  Income  described  in  para¬ 
graphs  (1)  and  (2)  of  section  802(b)  for 
the  short  period  shall  be  the  amount  which 
bears  the  same  ratio  to  the  amount  ascer¬ 
tained  under  paragraph  (2)  as  the  number 
of  days  in  the  short  period  bears  to  the 
number  of  days  in  the  entire  calendar  year. 


(e)  Transitional  rule  for  changes  in 
method  of  accounting — (1)  In  general,  n 
the  method  of  accounting  required  to  be 
used  in  computing  the  taxpayer’s  taxes  under 
this  part  for  the  taxable  year  1958  is  different 
from  the  method  used  in  computing  itg 
taxes  under  this  part  for  1957,  then  there 
shall  be  ascertained  the  net  amount  of  those 
adjustments  which  are  determined  (as  of 
the  close  of  1957)  to  be  necessary  solely  by 
reason  of  the  change  to  the  method  re¬ 
quired  by  subsection  (a)  in  order  to  prevwit 
amounts  from  being  duplicated  or  omitted. 
The  amount  of  the  taxpayer’s  tax  for  1957 
shall  be  recomputed  (under  the  law  applica¬ 
ble  to  1957,  modified  as  provided  in  para¬ 
graph  (4) )  taking  into  account  an  amount 
equal  to  i/io  of  the  net  amount  of  the  ad¬ 
justments  determined  under  the  preceding 
sentence.  The  amount  of  increase  or  de¬ 
crease  (as  the  case  may  be)  referred  to  in 
par^raph  (2)  or  (3)  shall  be  the  amount 
of  the  increase  or  decrease  ascertained  under 
the  preceding  sentence,  multiplied  by  10. 

(2)  Treatment  of  decrease.  For  purposes 
of  subtitle  F,  if  the  recomputation  under 
paragraph  (1)  results  in  a  decrease,  the 
amount  thereof  shall  be  a  decrease  in  the 
tax  imposed  for  1957;  except  that  for  pur¬ 
poses  of  computing  the  period  of  limitation 
on  the  making  of  refunds  or  the  allowance 
of  credits  with  respect  to  such  overpayment, 
the  amount  of  such  decrease  shall  be  treated 
as  an  overpayment  of  tax  for  1959.  No  inter¬ 
est  shall  be  paid,  for  any  period  before 
March  16,  1960,  on  any  overpayment  of  the 
tax  imposed  for  1957  which  is  attributable 
to  such  decrease. 

(3)  Treatment  of  increase — (A)  In  general. 
For  pvir poses  of  subtitle  F  (other  than  sec¬ 
tions  6016  and  6655),  if  the  recomputation 
under  paragraph  (1)  results  in  an  increase, 
the  amount  thereof  shall  be  treated  as  a 
tax  Imposed  by  this  subsection  for  1959. 
Such  tax  shall  be  payable  in  10  equal  annual 
installments,  beginning  with  March  15,  1960. 

(B)  Special  rules.  For  purposes  of  sub- 
paragraph  (A)  — 

(i)  No  interest  shall  be  paid  on  any  in¬ 
stallment  described  in  subparagraph  (A) 
for  any  period  before  the  time  prescribed  in 
such  subparagraph  for  the  payment  of  such 
installment. 

(ii)  Section  6152(c)  (relating  to  proration 
of  deficiencies  to  installments)  shall  apply. 

(iii)  In  applying  section  6502(a)(1)  (re¬ 
lating  to  collection  after  assessment),  the 
assessment  of  any  Installment  described  in 
subparagraph  (A)  shall  be  treated  as  made 
at  the  time  prescribed  by  such  subparagraph 
for  the  payment  of  such  installment. 

(iv)  Except  as  provided  in  section 
381(c)  (22),  if  for  any  taxable  year  the  tax¬ 
payer  is  not  a  life  insurance  company,  the 
time  for  payment  of  any  remaining  install¬ 
ments  described  in  subparagraph  (A)  shall 
be  the  date  (determined  without  regard  to 
any  extension  of  time)  for  filing  the  return 
for  such  taxable  year. 

(4)  Modifications  of  1957  tax  computation. 
In  recomputing  the  taxpayer’s  tax  for  1957 
for  purposes  of  paragraph  ( 1 ) — 

(A)  Section  804(b)  (as  in  effect  for  1967) 
shall  not  apply  with  respect  to  any  amount 
required  to  be  taken  into  account  by  such 
paragraph,  and 

(B)  The  amount  of  the  deduction  allowed 
by  section  805  (as  in  effect  for  1957)  shall 
not  be  reduced  by  reason  of  any  amount  re¬ 
quired  to  be  taken  into  account  by  such 
paragraph. 

^  (f)  Denial  of  double  deductions.  Nothing 
in  this  part  shall  permit  the  same  item  to  be 
deducted  more  than  once  under  subpart  B 
and  once  under  subpart  C. 

[Sec.  818  as  added  by  sec.  2,  Life  Insurance 
Company  Tax  Act  1955  (70  Stat.  46): 

amended  by  sec.  2,  Life  Insurance  Company 
Income  Tax  Act  1959  (73  Stat.  133)  ] 
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§  1.818-1  Taxable  years  affected. 

Sections  1.818-2  through  1.818-7,  ex¬ 
cept  as  otherwise  provided  therein,  are 
applicable  only  to  taxable  years  begin¬ 
ning  after  December  31,  1957,  and  all 
references  to  sections  of  part  I,  sub¬ 
chapter  L.  chapter  1  of  the  Code  are  to 
the  Internal  Revenue  Code  of  1954,  as 
amended  by  the  Life  Insurance  Company 
Income  Tax  Act  of  1959  (73  Stat.  112). 

§  1.818—2  Accounting  provisions. 

(a)  Method  of  accounting.  (1)  Sec¬ 
tion  818(a)  (1)  provides  the  general  rule 
that  all  computations  entering  into  the 
determination  of  taxes  imposed  by  part 
I,  subchapter  L,  chapter  1  of  the  Code, 
shall  be  made  under  an  accrual  method 
of  accounting.  Thus,  the  over-all 
method  of  accounting  for  life  insurance 
companies  shall  be  the  accrual  method. 
Except  as  otherwise  provided  in  part  I, 
the  term  “accrual  method”  shall  have 
the  same  meaning  and  application  in 
section  818  as  it  does  under  section  446 
(relating  to  general  rule  for  methods  of 
accounting)  and  the  regulations  there¬ 
under.  For  general  rules  relating  to  the 
taxable  year  for  inclusion  of  income  and 
deduction  of  expenses  under  an  accrual 
method  of  accoxmting,  see  sections  451 
and  461  and  the  regulations  thereimder. 

(2)  Section  818(a)  (2)  provides  that, 
to  the  extent  permitted  under  this  sec¬ 
tion,  a  life  insurance  company’s  method 
of  accounting  may  be  a  combination 
of  the  accrual  method  with  any  other 
method  of  accounting  permitted  by 
chapter  1  of  the  Internal  Revenue  Code 
of  1954,  other  than  the  cash  receipts 
and  disbursements  method.  Thus,  sec¬ 
tion  818(a)  (2)  specifically  prohibits  the 
use  by  a  life  insurance  company  of  the 
cash  receipts  and  disbursements  method 
either  separately  or  in  combination  with 
a  permissible  method  of  accounting. 
The  term  “method  of  accounting”  in¬ 
cludes  not  only  the  over-all  method  of 
accounting  of  the  taxpayer  but  also  the 
accounting  treatment  of  any  item.  For 
purposes  of  section  818(a)(2),  a  life 
insurance  company  may  elect  to  compute 
its  taxable  income  under  an  over-all 
method  of  accounting  consisting  of  the 
accrual  method  combined  with  the  spe¬ 
cial  methods  of  accounting  for  particu¬ 
lar  items  of  income  and  expense  pro¬ 
vided  under  other  sections  of  chapter 
1  of  the  Internal  Revenue  Code  of  1954, 
other  than  the  cash  receipts  and  dis¬ 
bursements  method.  These  methods  of 
accounting  for  special  items  include  the 
accounting  treatment  provided  for  de¬ 
preciation  (section  167),  research  and 
experimental  expenditures  (section  174) , 
soil  and  water  conservation  expendi¬ 
tures  (section  175),  organizational  ex¬ 
penditures  (section  248),  etc.  In  addi¬ 
tion,  a  life  insurance  company  may, 
where  applicable,  use  the  crop  method 
of  accounting  (as  provided  in  the  regu¬ 
lations  under  sections  61  and  162) ,  and 
the  installment  method  of  accounting 
for  sales  of  realty  and  casual  sales  of 
personalty  (as  provided  in  section  453 
(b)).  To  the  extent  not  inconsistent 
with  the  provisions  of  the  Internal  Rev¬ 
enue  Code  of  1954  or  the  regulations 
thereunder  and  the  method  of  account¬ 
ing  adopted  by  the  taxpayer  pursuant 


to  this  section,  all  ccmaputations  enter¬ 
ing  into  the  determination  of  taxes  im¬ 
posed  by  part  I  ^all  be  made  in  a  man¬ 
ner  consistent  with  the  manner  required 
for  purposes  of  the  annual  statement 
approved  by  the  National  Association 
of  Insurance  Commissioners. 

(3)(i)  An  election  to  use  any  of  the 
special  methods  of  accounting  referred 
to  in  subparagraph  (2)  of  this  para¬ 
graph  which  was  made  pursuant  to  any 
provisions  of  the  Internal  Revenue  Code 
of  1954  or  prior  revenue  laws  for  purposes 
of  determining  a  company’s  tax  liabili¬ 
ties  for  prior  years,  shall  have  the  same 
force  and  effect  in  determining  the  items 
of  gross  investment  income  under  section 
804(b)  and  the  items  of  deduction  under 
section  804(c)  of  the  Life  Insurance 
Company  Income  Tax  Act  of  1959  (73 
Stat.  112)  as  if  such  Act  had  not  been 
enacted. 

(ii)  For  purposes  of  determining  gain 
or  loss  from  operations  under  section 
809(b),  in  computing  the  life  insurance 
company’s  share  of  investment  yield 
under  section  809(b)  (1)  (A)  and  (2)  (A) , 
an  election  with  respect  to  any  of  the 
special  methods  of  accounting  referred 
to  in  subparagraph  (2)  of  this  paragraph 
which  was  made  pursuant  to  any  pro¬ 
vision  of  the  Internal  Revenue  Code  of 
1954  or  prior  revenue  laws,  shall  not 
be  affected  in  any  way  by  the  enactment 
of  the  Life  Insurance  Company  Income 
Tax  Act  of  1959  (73  Stat.  112) . 

(iii)  For  purposes  of  determining  gain 
or  loss  from  operations  under  section 
809(b),  in  computing  the  items  of  gross 
amount  under  section  809(c)  and  the 
deduction  items  under  section  809(d) ,  an 
election  to  use  any  of  the  special  meth¬ 
ods  of  accounting  referred  to  in  sub- 
paragraph  (2)  of  this  paragraph  must 
be  made  in  accordance  with  the  specific 
statutory  provisions  of  the  sections  con¬ 
taining  such  elections  and  the  regula¬ 
tions  thereunder.  However,  where  a 
particular  election  may  be  made  only 
with  the  consent  of  the  Commissioner 
(either  because  the  time  for  making  the 
election  without  the  consent  of  the  Com¬ 
missioner  has  expired  or  because  the 
particular  section  contained  no  provi¬ 
sion  for  making  an  election  without 
consent) ,  and  the  time  prescribed  by 
the  applicable  regulations  for  submitting 
a  request  for  permission  to  make  such 
an  election  for  the  taxable  year  1958 
has  expired,  a  life  insurance  company 
may  make  such  an  election  for  the  year 
1958  at  the  time  of  filing  its  return  for 
that  year  (including  extensions  thereof) . 
For  example,  a  life  insurance  company 
may  elect  any  of  the  methods  of  depre¬ 
ciation  prescribed  in  section  167  (to  the 
extent  permitted  under  that  section  and 
the  regulations  thereimder)  with  respect 
to  those  assets,  or  any  portion  thereof, 
for  which  no  depreciation  was  allowable 
under  prior  revenue  laws,  for  example, 
furniture  and  fixtures  used  in  the  under¬ 
writing  department.  Similarly,  a  life 
insurance  company  shall  be  permitted  to 
make  an  election  under  section  461(c) 
(relating  to  the  accrual  of  real  property 
taxes)  with  respect  to  real  property  for 
which  no  deduction  was  allowable  under 
prior  revenue  laws.  Any  such  election 
shall  be  made  in  the  manner  and  form 
prescribed  in  the  applicable  regulations. 


(iv)  For  purposes  of  subdivision  (ii) 
of  this  subparagraph,  the  method  used 
under  section  1016(a)  (3)  (C)  (relating 
to  adjustments  to  basis)  in  determining 
the  amount  of  exhaustion,  wear  and 
tear,  obsolescence,  and  amortization 
actually  sustained  shall  not  preclude  a 
taxpayer  from  electing  any  of  the  meth¬ 
ods  prescribed  in  section  167  in  accord¬ 
ance  with  the  provisions  of  that  section 
and  the  regulations  thereunder  for  de¬ 
termining  the  amount  of  such  exhaus¬ 
tion,  wear  and  tear,  obsolescence,  and 
amortization  for  the  year  1958.  For 
example,  if  the  amount  of  depreciation 
actually  sustained,  under  section  1016 
(a)  (3)  (C) ,  on  a  life  insurance  company’s 
home  office  building  (other  than  that 
portion  for  which  depreciation  was  al¬ 
lowable  under  prior  revenue  laws)  is 
determined  on  the  straight  line  method, 
the  life  insurance  company  may  elect 
for  the  year  1958  to  use  any  of  the 
methods  prescribed  in  section  167  for 
determining  its  depreciation  allowance 
for  1958.  However,  such  election  shall 
be  binding  for  1958,  and  for  all  subse¬ 
quent  taxable  years,  unless  consent  to 
change  such  election,  if  required,  is  ob¬ 
tained  from  the  Commissioner  in  ac¬ 
cordance  with  the  provisions  of  section 
167  and  the  regulations  thereunder. 

(4)  (i)  For  purposes  of  section  805(b) 
(3)  (B)  (i)  (relating  to  the  determination 
of  the  current  earnings  rate  for  any  tax¬ 
able  year  beginning  before  January  1, 
1958),  the  determination  for  any  year 
of  the  investment  yield  and  the  assets 
shall  be  made  as  though  the  taxpayer 
had  been  on  the  accrual  method  pre¬ 
scribed  in  subparagraph  (1)  of  this  para¬ 
graph  for  such  year,  or  the  accrual 
method  in  combination  with  the  other 
methods  of  accounting  prescribed  in 
subparagraph  (2)  of  this  paragraph,  if 
these  other  methods  of  accounting  are 
used  by  the  taxpayer  in  determining  the 
investment  yield  and  assets  for  the  tax¬ 
able  year  1958.  However,  where  the 
method  used  for  determining  the  deduc¬ 
tion  under  section  167  for  the  year  1958 
differs  from  the  method  used  in  prior 
years,  the  amount  of  the  deduction  actu¬ 
ally  allowed  or  allowable  for  such  prior 
years  for  purposes  of  section  1016(a)  (2) 
(relating  to  adjustments  to  basis)  shall 
be  the  amount  to  be  taken  into  account 
in  determining  th^  current  earnings  rate 
under  section  805(b)  (3)  (B)  (i). 

(ii)  For  purposes  of  section  812(b) 
(1)(C)  (relating  to  operations  loss  carry¬ 
backs  and  carryovers  for  years  prior  to 
1958) ,  the  determination  for  those  years 
of  the  gain  or  loss  from  operations  shall 
be  made  as  though  the  taxpayer  had  been 
on  the  accrual  method  of  accounting 
prescribed  in  subparagraph  (1)  of  this 
paragraph  for  such  year,  or  the  accrual 
method  in  combination  with  the  other 
methods  of  accounting  prescribed  in  sub- 
paragraph  (2)  of  this  paragraph,  if 
these  other  methods  of  accounting 
are  used  by  the  taxpayer  in  the  deter¬ 
mination  of  gain  or  loss  from  oper¬ 
ations  for  the  taxable  year  1958.  How¬ 
ever,  where  any  adjustment  to  basis  is 
required  under  section  1016(a)  (3)  (C)  on 
account  of  exhaustion,  wear  and  tear, 
obsolescence,  amortization,  and  deple¬ 
tion  sustain^,  the  amount  actually  sus- 
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tained  as  determined  under  section 
1016(a)  (3)  (C)  for  each  of  the  years  in¬ 
volved  shall  be  the  amount  allowed  in 
the  determination  of  gain  or  loss  from 
operations  for  purposes  of  section 
812(b)(1)(C). 

(b)  Adjustments  required  if  accrual 
method  of  axicounting  was  not  used  in 

1957.  The  items  of  gross  amount  taken 
into  account  under  section  809(c)  and 
the  items  of  deductions  allowed  under 
section  809(d)  for  the  taxable  year  1958 
shall  be  determined  as  though  the  tax¬ 
payer  had  been  on  the  accrual  method 
of  accounting  prescribed  in  paragraph 
(a)  of  this  section  for  all  prior  years. 
Thus,  life  insurance  companies  not  on 
the  accrual  method  for  the  year  1957 
shall  accrue,  as  of  December  31,  1957, 
those  items  of  gross  amount  which  would 
have  been  properly  taken  into  account 
for  the  year  1957  if  the  company  had 
been  on  the  accrual  method  described 
in  section  818(a).  Likewise,  life  in¬ 
surance  companies  not  on  the  accrual 
method  for  the  year  1957  shall  accrue, 
as  of  December  31,  1957,  those  items  of 
deductions  which  would  have  been  prop¬ 
erly  allowed  for  the  year  1957  if  the  com¬ 
pany  had  been  on  the  accrual  method 
described  in  section  818(a).  For  ex¬ 
ample,  if  certain  premium  amounts  were 
received  during  the  year  1958  but  such 
amounts  would  have  been  properly  taken 
into  account  for  the  year  1957  if  the 
taxpayer  had  been  on  the  accrual  method 
for  the  year  1957,  then  the  taxpayer  will 
not  be  required  to  take  such  premium 
amounts  into  account  for  the  year  1958. 
If,  for  example,  certain  claims,  bene¬ 
fits,  and  losses  were  paid  during  the  year 
1958  but  such  items  would  have  been 
properly  taken  into  account  for  the  year 
1957  if  the  taxpayer  had  been  on  the  ac¬ 
crual  method  for  the  year  1957,  then  the 
taxpayer  will  not  be  permitt^  to  de¬ 
duct  such  expense  items  for  the  year 

1958.  For  a  special  transitional  rule  ap¬ 
plicable  with  respect  to  changes  in 
method  of  accounting  required  by  sec¬ 
tion  818(a)  and  paragraph  (a)  of  this 
section,  see  section  818  (e)  and  §  1.818-6. 

(c)  Change  of  basis  in  computing  re¬ 
serves.  (1)  Section  806(b)  provides  that 
if  the  basis  for  determining  the  amount 
of  any  item  referred  to  in  section  810(c) 
as  of  the  close  of  the  taxable  year  dif¬ 
fers  from  the  basis  for  such  determina¬ 
tion  as  of  the  beginning  of  the  taxable 
year,  then  for  purposes  of  subpart  B, 
part  I,  subchapter  L,  chapter  1  of  the 
Code  (relating  to  the  determination  of 
taxable  investment  income) ,  the  amount 
of  such  item  shall  be  the  amount  com¬ 
puted  on  the  old  basis  as  of  the  close  of 
the  taxable  year  and  the  amount  com¬ 
puted  on  the  new  basis  as  of  the  be¬ 
ginning  of  the  next  taxable  year.  Simi¬ 
larly,  section  810(d)  (1)  provides  rules 
for  determining  the  amount  of  the  ad¬ 
justment  to  be  made  for  purposes  of  sub¬ 
part  C,  part  I,  subchapter  L,  chapter  1 
of  the  Code  (relating  to  the  determina¬ 
tion  of  gain  or  loss  from  operations) ,  if 
the  basis  for  determining  any  item  re¬ 
ferred  to  in  section  810(c)  as  of  the 
close  of  any  taxable  year  differs  from  the 
basis  for  such  determination  as  of  the 
close  of  the  preceding  taxable  year. 
Under  an  accrual  method  of  accoimting, 
a  change  in  the  basis  or  method  of  com¬ 


puting  the  amount  of  liability  of  any  item 
referred  to  in  section  810(c)  occurs  in 
the  taxable  year  in  which  all  the  events 
have  occurred  which  determine  the 
change  in  the  basis  or  method  of  com¬ 
puting  the  amount  of  such  liability  and, 
in  which,  the  amount  thereof  (whether 
increased  or  decreased)  can  be  deter¬ 
mined  with  reasonable  accuracy. 

(2)  The  application  of  subparagraph 
(1)  of  this  paragraph  may  be  illustrated 
by  the  following  examples: 

Example  (1).  Assume  that  during  the 
taxable  year  1960,  M,  a  life  insurance  com¬ 
pany,  determines  that  the  amount  of  its 
life  insurance  reserves  held  with  respect  to 
a  particular  block  of  contracts  is  under¬ 
stated  on  the  present  basis  being  used  in 
valuing  such  liability  and  that  such  liabUity 
can  be  more  acciirately  reflected  by  chang¬ 
ing  from  the  present  basis  to  a  particular 
new  basis.  Assume  that  M  uses  such  new 
basis  in  computing  its  reserves  under  such 
contracts  at  the  end  of  the  taxable  year 
1960.  Under  the  provisions  of  section  818(a) 
and  subparagraph  (1)  of  this  paragraph, 
the  change  in  basis  for  purposes  of  sections 
806(b)  and  810(d)  occurs  during  the  tax¬ 
able  year  1960,  the  year  in  which  all  the 
events  have  occurred  which  determine  the 
change  in  basis  and  the  amount  of  any 
increase  (or  decrease)  attributable  to  such 
change  can  be  determined  with  reasonable 
accuracy.  Such  change  shall  be  treated  as 
having  occurred  during  the  taxable  year  1960 
whether  M  determines  that  its  liability  un¬ 
der  such  contracts  was  understated  for  the 
flrst  time  during  1960,  or  that  its  liability 
imder  such  contracts  has,  in  fact,  been 
understated  for  a  number  of  prior  years. 

Example  (2).  Assiune  the  facts  are  the 
same  as  in  example  (1),  except  that  during 
the  taxable  year  1960  the  insurance  depart¬ 
ment  of  State  X  Issues  a  ruling,  pursuant 
to  authority  conferred  by  statute,  requiring 
M  to  use  the  particvilar  new  basis  which 
more  accurately  reflects  its  liability  with 
respect  to  such  contracts  and  that  as  a 
result  of  such  ruling,  M  uses  the  new  basis 
in  cc»nputing  its  reserves  under  such  con¬ 
tracts  for  the  taxable  years  1958,  1959,  and 
1960.  Under  the  provisions  of  section  818(a) 
and  subparagraph  (1)  of  this  paragraph, 
the  change  in  basis  for  purposes  of  sec¬ 
tions  806(b)  and  810(d)  occurs  during  the 
taxable  year  1960,  the  year  in  which  all 
the  events  have  occurred  which  determine 
that  a  change  in  basis  should  be  made  and 
the  amount  of  any  increase  (or  decrease) 
attributable  to  such  change  can  be  deter¬ 
mined  with  reasonable  accuracy. 

§  1.818—3  Amortization  of  premium  and 
accrual  of  discount. 

(a)  In  general.  Section  818(b)  pro¬ 
vides  that  the  appropriate  items  of  in¬ 
come,  deductions,  and  adjustments  under 
part  I,  subchapter  L,  chapter  1  of  the 
Code,  shall  be  adjusted  to  reflect  the  ap¬ 
propriate  amortization  of  premium  and 
the  appropriate  accrual  of  discount  on 
bonds,  notes,  debentures,  or  other  evi¬ 
dences  of  indebtedness  held  by  a  life  in¬ 
surance  company.  Such  adjustments 
are  limited  to  the  amount  of  appropriate 
amortization  or  accrual  attributable  to 
the  taxable  year  with  respect  to  such  se¬ 
curities  which  are  not  in  default  as  to 
principal  or  interest  and  which  are  am¬ 
ply  secured.  The  question  of  ample  se¬ 
curity  will  be  resolved  according  to  the 
rules  laid  down  from  time  to  time  by 
the  National  Association  of  Insurance 
Commissioners.  The  adjustment  for 
amortization  of  premium  decreases  the 
gross  investment  income,  the  exclusion 


and  reduction  for  wholly  tax-exempt  in¬ 
terest,  the  exclusion  and  deduction  for 
partially  tax-exempt  interest,  and  the 
basis  or  adjusted  basis  of  such  securities. 
The  adjustoent  for  accrual  of  discount 
increases  the  gross  investment  income, 
the  exclusion  and  reduction  for  wholly 
tax-exempt  interest,  the  exclusion  and 
deduction  for  partially  tax-exempt  in¬ 
terest,  and  the  basis  or  adjusted  basis  of 
such  securities.  However,  for  taxable 
years  beginning  after  May  31, 1960,  only 
the  accrual  of  discount  relating  to  issue 
discount  will  increase  the  exclusion  and 
reduction  for  wholly  tax-exempt  inter¬ 
est.  See  section  103. 

(b)  Acquisitions  before  January  i, 
195i.  (1)  In  the  case  of  any  such  se¬ 
curity  acquired  before  January  1,  1958, 
the  premium  is  the  excess  of  its  acquisi¬ 
tion  value  over  its  maturity  value  and 
the  discount  is  the  excess  of  its  maturity 
value  over  its  acquisition  value.  The 
acquisition  value  of  any  such  security  is 
its  cost  (including  buying  commissions 
or  brokerage  but  excluding  any  amounts 
paid  for  accrued  interest)  if  purchased 
for  cash,  or  if  not  purchased  for  ca^^, 
its  then  fair  market  value.  The  ma¬ 
turity  value  of  any  such  security  is  the 
amount  payable  thereunder  either  at  the 
maturity  date  or  an  earlier  call  date. 
The  earlier  call  date  of  any  such  security 
may  be  the  earliest  interest  payment 
date  if  it  is  callable  or  payable  at  such 
date,  the  earliest  date  at  which  it  is  call¬ 
able  at  par,  or  such  other  call  or  pay¬ 
ment  date,  prior  to  maturity,  specified  in 
the  security  as  may  be  selected  by  the 
life  insurance  company.  A  life  insur¬ 
ance  company  which  adjusts  amortiza¬ 
tion  of  premium  or  accrual  of  discount 
with  reference  to  a  particular  call  or  pay¬ 
ment  date  must  make  the  adjustments 
with  reference  to  the  value  on  such  date 
and  may  not,  after  selecting  such  date, 
use  a  different  call  or  payment  date,  or 
value,  in  the  calculation  of  such  amor¬ 
tization  or  discount  with  respect  to  such 
security  unless  the  security  was  not  in 
fact  called  or  paid  on  such  selected  date. 

(2)  The  adjustments  for  amortization 
of  premium  and  accrual  of  discount  will 
be  determined — 

(i)  According  to  the  method  regularly 
employed  by  the  company,  if  such 
method  is  reasonable,  or 

(ii)  According  to  the  method  pre¬ 
scribed  by  this  section. 

A  method  of  amortization  of  premium 
or  accrual  of  discount  will  be  deemed 
“regularly  employed”  by  a  life  insurance 
company  if  the  method  was  consistently 
followed  in  prior  taxable  years,  or  if,  in 
the  case  of  a  company  which  has  never 
before  made  such  adjustments,  the  com¬ 
pany  initiates  in  the  flrst  taxable  year 
for  which  the  adjustments  are  made  a 
reasonable  method  of  amortization  of 
premium  or  accrual  of  discount  and  con¬ 
sistently  follows  such  method  thereafter. 
Ordinarily,  a  company  regularly  em¬ 
ploys  a  method  in  accordance  with  the 
statute  of  some  State,  Territory,  or 
the  District  of  Columbia,  in  which  it 
operates. 

(3)  The  method  of  amortization  and 
accrual  prescribed  by  this  section  is  as 
follows: 
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(i)  The  premium  (or  discount)  shall 
be  determined  in  accordance  with  this 
section!  and 

(ii)  The  appropriate  amortization  of 
premium  (or  accrual  of  discount)  attrib¬ 
utable  to  the  taxable  year  shall  be  an 
amount  which  bears  the  same  ratio  to 
the  premium  (or  discount)  as  the  num¬ 
ber  of  months  in  the  taxable  year  during 
which  the  security  was  owned  by  the 
life  insurance  company  bears  to  the  num¬ 
ber  of  months  between  the  date  of  acqui¬ 
sition  of  the  security  and  its  maturity 
or  earlier  call  date,  determined  in  ac¬ 
cordance  with  this  section.  For  pur¬ 
poses  of  this  section,  a  fractional  part 
of  a  month  shair  be  disregarded  unless 
it  amounts  to  more  than  half  a  month, 
in  which  case  it  shall  be  considered  a 
month. 

(c)  Acquisitions  after  December  31, 
1957.  (1)  In  the  case  of — 

(1)  Any  bond,  as  defined  in  section 
171(d),  acquired  after  December  31, 
1957,  the  amount  of  the  premium  and 
the  amortizable  premium  for  the  tax¬ 
able  year,  shall  be  determined  under 
section  171(b)  and  the  regulations  there¬ 
under,  as  if  the  election  set  forth  in 
se^on  171(c)  had  been  made,  and 

(ii)  Any  bond,  note,  debenture,  or 
other  evidence  of  indebtedness  not  de¬ 
scribed  in  subdivision  (i)  of  this  sub- 
paragraph  and  acquired  after  December 
31, 1957,  the  amount  of  the  premium  and 
the  amortizable  premium  for  the  taxable 
year,  shall  be  determined  under  para¬ 
graph  (b)  of  this  section. 

(2)  In  the  case  of  any  bond,  note, 
debenture,  or  other  evidence  of  indebted¬ 
ness  acquired  after  December  31,  1957, 
the  amount  of  the  discount  and  the  ac¬ 
crual  of  discount  attributable  to  the 
taxable  year  shall  be  determined  imder 
paragraph  (b)  of  this  section. 

(d)  Convertible  evidences  of  indebted¬ 
ness.  Section  818(b)  (2)  (B)  provides 
that  in  no  case  shall  the  amount  of  pre¬ 
mium  on  a  convertible  evidence  of 
indebtedness  (including  any  bond,  note, 
or  debenture)  include  any  amount  attrib¬ 
utable  to  the  conversion  features  of  the 
evidence  of  indebtedness.  This  provi¬ 
sion  is  the  same  as  the  one  contained  in 
section  171(b),  and  the  rules  prescribed 
in  paragraph  (c)  of  §  1.171-2  shall  be 
applicable  for  purposes  of  section  818(b) 
(2)(B).  This  provision  is  to  be  applied 
without  regard  to  the  date  upon  which 
the  evidence  of  indebtedness  was  ac¬ 
quired.  Thus,  where  a  convertible  evi¬ 
dence  of  indebtedness  was  acquired 
before  January  1,  1958,  and  a  portion  or 
all  of  the  premium  attributable  to  the 
conversion  features  of  the  evidence  of 
indebtedness  has  been  amortized  for 
taxable  years  beginning  before  January^ 
1,  1958,  no  adjustment  for  such  amorti¬ 
zation  will  be  required  by  reason  of  sec¬ 
tion  818(b)(2)(B).  Such  amortization 
will,  however,  require  an  adjustment  to 
the  basis  of  the  evidence  of  indebtedness 
under  section  1016(a)  (17).  For  taxable 
years  beginning  after  December  31,  1957, 
no  further  amortization  of  the  premium 
attributable  to  the  conversion  features  of 
such  an  evidence  of  indebtedness  will 
be  taken  into  account. 


(e)  Adjustments  to  basis.  Section 
1016(a)  (17)  (relating  to  adjustments  to 
basis)  provides  that  in  the  case  of  any 
evidence  of  indebtedness  referred  to  in 
section  818(b)  and  this  section,  the  basis 
shall  be  adjusted  to  the  extent  of  the 
adjustments  required  under  section  818 

(b)  (or  the  corresponding  provisions  of 
prior  income  tax  laws)  for  the  taxable 
year  and  all  prior  taxable  years.  The 
basis  of  any  evidence  of  indebtedness 
shall  be  reduced  by  the  amount  of  the 
adjustment  required  under  section 
818(b)  (or  the  corresponding  provision 
of  prior  income  tax  laws)  on  account 
of  amortizable  premium  and  shall  be 
increased  by  the  amount  of  the  adjust¬ 
ment  required  under  section  818(b)  on 
account  of  accruable  discounts. 

(f)  Denial  of  double  inclusion.  Any 
amount  which  is  includible  in  gross  in¬ 
vestment  income  by  reason  of  section 
818(b)  and  paragraph  (a)  of  this  sec¬ 
tion  shall  not  be  includible  in  gross  in¬ 
come  under  section  1232(a)  (relating  to 
the  taxation  of  bonds  and  other  evi¬ 
dences  of  indebtedness) .  See  section 
1232(a)(2)(C)  and  the  regulations 
thereunder. 

§  1.818—4  Election  with  respect  to  life 
insurance  reserves  computed  on  pre¬ 
liminary  term  basis. 

(a)  In  general.  Section  818(c)  per¬ 
mits  a  life  insurance  company  issuing 
contracts  with  respect  to  which  the  life 
insurance  reserves  are  computed  on  one 
of  the  recognized  preliminary  term'  bases 
to  elect  to  revalue  such  reserves  on  a 
net  level  premium  basis  for  the  purpose 
of  determining  the  amount  which  may  be 
taken  into  account  as  life  insurance  re¬ 
serves  for  purposes  of  part  I,  subchap¬ 
ter  L,  chapter  1  of  the  Code,  other  than 
section  801  (relating  to  the  definition 
of  a  life  insurance  company).  If  such 
an  election  is  made,  the  method  to  be 
used  in  making  this  revaluation  of  re¬ 
serves  shall  be  either  the  exact  revalua¬ 
tion  method  (as  described  in  section 
818(c)  (1)  and  paragraph  (b)  (1)  of  this 
section)  or  the  approximate  revaluation 
method  (as  described  in  section  818(c) 
(2)  and  paragraph  (b)  (2)  of  this  sec¬ 
tion)  . 

(b)  Revaluation  of  reserves  computed 
on  preliminary  term  basis.  If  a  life  in¬ 
surance  company  makes  an  election 
under  section  818(c)  in  the  manner  pro¬ 
vided  in  paragraph  (e)  of  this  section, 
the  amount  to  be  taken  into  account  as 
life  insurance  reserves  with  respect  to 
contracts  for  which  such  reserves  are 
computed  on  a  preliminary  term  basis 
may  be  determined  on  either  of  the  fol¬ 
lowing  bases: 

(1)  Exact  revaluation  method.  As  if 
the  reserves  for  all  such  contracts  had 
been  computed  on  a  net  level  premium 
basis  (using  the  same  mortality  or  mor¬ 
bidity  assumptions  and  interest  rates  for 
both  the  preliminary  term  basis  and  the 
net  level  premium  basis) . 

(2)  Approximate  revaluation  method. 
The  amoimt  computed  without  regard  to 
section  818(c)  — 

(i)  Increased  by  $21  per  $1,000  of  in¬ 
surance  in  force  (other  than  term  in¬ 
surance)  under  such  contracts,  less  2.1 


percent  of  reserves  under  such  contracts, 
and 

(ii)  Increased  by  $5  per  $1,000  of  term 
insurance  in  force  under  such  contracts 
which  at  the  time  of  issuance  cover  a 
period  of  more  than  15  years,  less  0.5 
percent  of  reserves  under  such  contracts. 

(c)  Exceptwn.  If  a  life  insurance 
company  which  makes  an  election  under 
section  818(c)  (2)  and  paragraph  (b)  (2) 
of  this  section  has  life  insurance  re¬ 
serves  with  respect  to  both  life  insurance 
and  noncancellable  accident  and  health 
contracts  for  which  such  reserves  are 
computed  on  a  preliminary  term  basis,  it 
shall  use  the  approximate  revaluation 
method  for  all  its  life  insurance  reserves 
other  than  that  portion  of  such  reserves 
held  with  respect  to  its  noncancellable 
accident  and  health  contracts,  and  shall 
use  the  exact  revaluation  method  for  all 
its  life  insurance  reserves  held  with  re¬ 
spect  to  such  noncancellable  accident 
and  health  contracts. 

( d )  Reserves  subject  to  recomputation. 
(1)  For  the  first  taxable  year  for  which 
the  election  under  section  818(c)  and 
paragraph  (b)  of  this  section  applies, 
a  company  making  such  election  must 
revalue  all  its  life  insurance  reserves  held 
with  respect  to  contracts  for  which  such 
reserve^  are  computed  on  a  preliminary 
term  basis  at  the  end  of  such  taxable 
year  on  the  basis  elected  under  section 
818(c)  and  paragraph  (b)  of  this  section. 
However,  for  purposes  of  the  preceding 
sentence,  an  election  imder  section  818 

(c)  shall  not  apply  with  respect  to  such 
reserves  which  would  not  be  treated  as 
being  computed  on  the  preliminary  term 
basis  at  the  end  of  such  taxable  year  ex¬ 
cept  for  the  provisions  of  section  810(a) 
or  (b) .  See  paragraph  (c)  (2)  of  §  1.810- 
2.  For  example,  if  S,  a  life  insurance 
company  which  computes  its  life  insur¬ 
ance  reserves  on  a  recognized  prelimi¬ 
nary  term  basis  at  the  beginning  of  the 
taxable  year  1958,  strengthens  a  portion 
of  such  reserves  during  the  taxable  year 
by  actually  changing  to  a  net  level  pre¬ 
mium  basis  in  computing  such  reserves, 
and  then  makes  the  election  under  sec¬ 
tion  818(c)  and  paragraph  (b)  of  this 
section  for  1958,  such  election  shall  not 
apply  with  respect  to  the  strengthened 
contracts. 

(2)  For  any  taxable  year  other  than 
the  first  taxable  year  for  which  the  elec¬ 
tion  under  section  818(c)  and  paragraph 
(b)  of  this  section  applies,  a  company 
making  such  election  must  revalue  all 
its  life  insurance  reserves  held  with  re¬ 
spect  to  contracts  for  which  such  re¬ 
serves  are  computed  on  a  preliminary 
term  basis  at  the  beginning  or  end  of  the 
taxable  year  on  the  basis  elected  under 
section  818(c)  and  paragraph  (b)  of  this 
section.  For  example,  if  M,  a  life  in¬ 
surance  company  which  made  a  valid 
outstanding  election  under  section 
818(c)  in  the  manner  provided  in  para¬ 
graph  (e)  of  this  section  for  the  taxable 
year  1959,  sells  a  block  of  contracts  sub¬ 
ject  to  such  election  on  September  1, 
1960,  M  would  value  such  contracts  on 
the  basis  elected  under  section  818(c) 
and  paragraph  (b)  of  this  section  on 
January  1,  1960,  fot  purposes  of  deter¬ 
mining  the  net  decrease  or  increase  in 
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the  sum  of  the  items  described  in  section 
810(c)  for  the  taxable  year  imder  sec¬ 
tion  810  (a)  or  (b). 

(3)  For  the  effect  of  an  election  under 
section  818(c)  and  paragraph  (b)  of 
this  section  in  determining  gain  or  loss 
from  operations  for  the  taxable  year, 
see  paragraph  (c)  (3)  of  §  1.810-2  and 
paragraph  (e)  of  §  1.810-3. 

(e)  Time  and  manner  of  making  elec¬ 
tion.  The  election  provided  by  section 
818(c)  shall  be  made  in  a  statement  at¬ 
tached  to  the  life  insurance  company’s 
income  tax  return  for  the  first  taxable 
year  for  which  the  company  desires  the 
election  to  apply.  'The  return  and  state¬ 
ment  must  be  filed  not  later  than  the 
date  prescribed  by  law  (including  ex¬ 
tensions  thereof)  for  filing  the  return 
for  such  taxable  year.  However,  if  the 
last  day  prescribed  by  law  (including 
extensions  thereof)  for  filing  a  return 
for  the  first  taxable  year  for  which  the 
company  desires  the  election  to  apply 
falls  before  April  4,  1961,  the  election 
provided  by  section  818(c)  may  be  made 
for  such  year  by  filing  the  statement  and 
an  amended  return  for  such  taxable  year 
(and  all  subsequent  taxable  years  for' 
which  returns  have  been  filed)  before 
July  4,  1961.  The  statement  shall  in¬ 
dicate  whether  the  exact  or  the  approxi¬ 
mate  method  of  revaluation  has  been 
adopted.  The  statement  shall  also  set 
forth  sufficient  information  as  to  mor¬ 
tality  and  morbidity  asumptions;  inter¬ 
est  rates;  the  valuation  method  used; 
th^  amount  of  the  reserves  and  the 
amount  and  type  of  insurance  in  force 
imder  all  contracts  for  which  reserves 
are  computed  on  a  preliminary  term 
basis;  and  such  other  pertinent  data  as 
will  enable  the  Commissioner  to  deter¬ 
mine  the  correctness  of  the  application 
of  the  revaluation  method  adopted  and 
the  accuracy  of  the  computations  in¬ 
volved  in  revaluing  the  reserves.  The 
election  to  use  either  the  exact  revalua¬ 
tion  method  or  the  approximate  revalua¬ 
tion  method  shall,  except  for  the  pur¬ 
poses  of  section  801,  be  adhered  to  in 
making  the  computations  under  part  I 
for  the  taxable  year  for  which  such  elec¬ 
tion  is  made  and  for  all  subsequent 
taxable  years. 

(f)  Scope  of  election.  An  election 
made  under  section  818(c)  and  para¬ 
graph  (b)  of  this  section  to  use  either 
the  exact  or  the  approximate  method 
of  revaluing  the  company’s  life  insur¬ 
ance  reserves  shall  be  binding  for  the 
taxable  year  for  which  made,  and,  ex¬ 
cept  as  provided  in  paragraph  (g)  of 
this  section,  shall  be  binding  for  all  suc¬ 
ceeding  taxable  years,  unless  consent 
to  revoke  the  election  is  obtained  from 
the  Commissioner.  However,  for  taxable 
years  beginning  prior  to  April  4,  1961,  a 
company  may  revoke  the  election  pro¬ 
vided  by  section  819(c)  (1)  without  ob¬ 
taining  consent  from  the  Commissioner 
by  filing,  before  July  4,  1961,  a  statement 
that  the  company  desires  to  revoke  such 
election.  An  amended  return  refiecting 
such  revocation  must  accompany  the 
statement  for  all  taxable  years  for  which 
returns  have  been  filed  with  respect  to 
such  election. 

(g)  Special  rule  for  1958.  If  an  elec¬ 
tion  is  made  for  a  taxable  year  beginning 


in  1958  to  use  the  approximate  revalua¬ 
tion  method  described  in  section  818(c) 
(2)  and  paragraph  (b)  (2)  of  this  sec¬ 
tion,  the  company  may,  for  its  first  tax¬ 
able  year  beginning  after  1958,  elect 
to  change  to  the  exact  revaluation 
method  described  in  section  818(c)(1) 
and  paragraph  (b)(1)  of  this  section 
without  obtaining  the  consent  of  the 
Commissioner.  In  such  case,  the  elec¬ 
tion  to  change  shall  be  made  in  a  state¬ 
ment  attached  to  the  company’s  income 
tax  return  for  such  taxable  year  and 
filed  not  later  than  the  date  prescribed 
by  law  (including  extensions  thereof) 
for  filing  the  return  for  such  year.  The 
statement  shall  indicate  that  the  com¬ 
pany  has  elected  to  change  from  the 
approximate  to  the  exact  revaluation 
method  for  i^ch  taxable  year  and  shall 
include  such  information  and  data  re¬ 
ferred  to  in  paragraph  (e)  of  this  sec¬ 
tion  as  will  enable  the  Commissioner 
to  determine  the  correctness  and  ac¬ 
curacy  of  the  computations  involved. 

§  1.818—5  Short  taxable  years. 

(a)  In  general.  Section  818(d)  pro¬ 

vides  that  if  any  return  of  a  corporation 
made  under  part  I,  subchapter  L,  chap¬ 
ter  1  of  the  Code,  is  for  a  period  of  less 
than  the  entire  calendar  year,  then  sec¬ 
tion  443  (relating  to  returns  for  a  period 
of  less  than  12  months)  shall  not  apply. 
This  section  further  provides  certain 
rules  to  be  used  in  determining  the  life 
insurance  company  taxable  income  for  a 
period  of  less  than  the  entire  calendar 
year.  • 

(b)  Returns  for  periods  of  less  than 
the  entire  calendar  year.  A  return  for  a 
short  period,  that  is,  for  a  taxable  year 
consisting  of  a  period  of  less  than  the  en¬ 
tire  calendar  year,  shall  be  made  only 
under  the  following  circumstances: 

(1)  If  a  company  which  qualifies  as  a 
life  insurance  company  is  not  in  existence 
for  the  entire  taxable  year,  a  return  is 
required  for  the  short  period  during 
which  the  taxpayer  was  in  existence. 
For  example,  a  life  insurance  company 
organized  on  August  1,  is  required  to  file 
a  return  for  the  short  period  from  August 
1  to  December  31,  and  returns  for  each 
calendar  year  thereafter.  Similarly,  if 
a  company  which  qualifies  as  a  life  in¬ 
surance  company  completely  dissolves 
during  the  taxable  year  it  is  r^uired  to 
file  a  return  for  the  short  period  from 
January  1  to  the  date  it  goes  out  of 
existence.  All  items  entering  into  the 
computation  of  taxable  investment  in¬ 
come  and  gain  or  loss  from  operations 
for  the  short  period  shall  be  determined 
on  a  consistent  basis  and  in  the  man¬ 
ner  provided  in  paragraph  (c)  of  this 
section. 

(2)  A  return  must  be  filed  for  a  short 
period  resulting  from  the  termination  by 
the  district  director  of  a  taxpayer’s  tax¬ 
able  year  for  jeopardy.  See  section  6851 
and  the  regulations  thereunder. 

A  company  which  was  an  insurance  com¬ 
pany  for  the  preceding  taxable  year  (but 
not  a  life  insurance  company  as  defined 
in  section  801(a)  and  paragraph  (b)  of 
§  1.801-3)  and  which  for  the  current 
taxable  year  qualifies  as  a  life  insurance 
company  shall  not  file  a  return  for  the 
short  period  from  the  time  during  Uie 


taxable  year  that  it  first  qualifies  as  a 
life  insurance  company  to  the  end  of  the 
taxable  year.  Similarly,  an  insurance 
company  which  was  a  life  insurance  com- 
pany  for  the  preceding  taxable  year  but 
which  for  the  current  taxable  year  does 
not  qualify  as  a  life  insurance  company 
shall  not  file  a  return  for  the  short  period 
from  the  beginning  of  the  taxable  year 
to  the  time  during  the  taxable  year  that 
it  no  longer  qualifies  as  a  life  insurance 
company. 

(c)  Computation  of  life  insurance 
company  taxable  income  for  short  period,  \ 
(1)  If  a  return  is  made  for  a  short  period] 
section  ol8(d)  (1)  provides  that  the  tax¬ 
able  investment  income  and  the  gain  or 
loss  from  operations  shall  be  determined 
on  an  annual  basis  by  a  ratable  daily 
projection  of  the  appropriate  figures  for 
the  short  period.  The  appropriate  fig. 
ures  for  the  short  period  shall  be  deter- 
mined  on  an  annual  basis  by  multiply, 
ing  such  figures  by  a  fraction,  the 
numerator  of  which  is  the  number  of 
days  in  the  calendar  year  in  which  liie 
short  period  occurs  and  the  denominator 
of  which  is  the  number  of  days  in  the 
short  period. 

(2)  (i)  In  computing  taxable  invest¬ 
ment  income  for  a  short  period,  the  in- 
vestment  yield,  the  poli(}y  and  other 
contract  liability  requirements,  the 
policyholders’  share  of  each  and  every 
item  of  investment  yield,  and  the  com¬ 
pany’s  share  of  any  item  of  investment 
yield  shall  be  determined  on  an  annual 
basis. 

(ii)  For  purposes  of  determining  the 
investment  yield  on  an  annual  basis,  each 
item  of  gross  investment  income  under 
section  804(b)  and  each  item  of  deduc¬ 
tion  under  section  804(c)  shall  be  an¬ 
nualized  in  the  manner  provided  in  sub- 
paragraph  (1)  of  this  paragraph.  In 
any  case  in  which  a  limitation  is  placed 
on  the  amount  of  a  deduction  provided 
under  section  804(c) ,  the  limitation  shall 
apply  to  the  item  of  deduction  computed 
on  an  annual  basis. 

(iii)  The  policy  and  other  contract 
liability  requirements  shall  be  deter¬ 
mined  on  an  annual  basis  in  the  follow¬ 


ing  manner: 

(a)  The  interest  paid  (as  defined  in 
section  805(e)  and  §  1.805-8)  for  the 
short  period  shall  be  annualized  in  the 
manner  prescribed  in  subparagraph  (1) 
of  this  paragraph. 

(b)  'ITie  current  earnings  rate  for  the 
taxable  year  in  which  the  short  period 
occurs  shall  be  determined  by  dividing 
the  taxpayer’s  investment  yield,  as  de¬ 
termined  on  an  annual  basis  under  sub¬ 
division  (ii)  of  this  subparagraph,  by  the 
mean  of  the  taxpayer’s  assets  at  the 
beginning  and  end  of  the  short  period. 
For  purposes  of  section  805,  any  refer¬ 
ence  to  the  current  earnings  rate  for  the 
taxable  year  in  which  the  short  period 
occurs  means  the  current  earnings  rate 
as  determined  under  this  subdivision. 

(c)  The  adjusted  life  insurance  re¬ 

serves  shall  be  determined  as  provided 
in  section  805(c),  and  the  pension  plan 
reserves  shall  be  determined  as  iwo- 
vided  in  section  805(d).  ^ 

(iv)  The  policyholders’  share  of  each 
and  every  item  of  investment  yield  (as 
defined  in  section  804(a) )  shall  be  that 
percentage  obtained  by  dividing  the  pol- 
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icy  and  other  contract  liability  require¬ 
ments,  determined  under  subdivision 
(iii)  of  this  subparagraph,  by  the  invest¬ 
ment  yield,  determined  under  subdivisicm 
(ii)  of  this  subparagraph. 

(v)  The  taxable  investment  income  for 
the  short  period  shall  be  an  amount  (not 
less  than  zero)  equal  to  the  life  insur¬ 
ance  company’s  share  of  each  and  every 
item  of  investment  yield,  as  determined 
under  subdivision  (ii)  of  this  subpara¬ 
graph,  reduced  by  the  items  described 
in  section  804(a)  (2)  (A)  and  (B) .  In  de¬ 
termining  these  reductions  under  sec¬ 
tion  804(a)  (2)  (A)  the  amoimt  of  the 
respective  items  shall  be  the  amoimt  that 
is  determined  on  an  annual  basis  under 
subdivision  (ii)  of  this  subparagraph. 
The  small  business  deduction,  under  sec¬ 
tion  804(a)  (2)  (B)  shall  be  an  amount 
(not  to  exceed  $25,000)  equal  to  10  per¬ 
cent  of  the  investment  yield,  determined 
under  subdivision  (ii)  of  this  subpara¬ 
graph,  for  the  short  period. 

(vi)  Except  as  provided  in  this  para¬ 
graph,  the  determination  of  taxable  in¬ 
vestment  income  under  subpart  B,  part 
I,  subchapter  L,  chapter  1  of  the  Code, 
shall  be  made  in  accordance  with  all  the 
provisions  of  that  subpart. 

(3)  (i)  In  computing  gain  or  loss  from 
operations  for  a  short  period,  the  share 
of  each  and  every  item  of  investment 
yield  set  aside  for  policyholders,  the  life 
insurance  company’s  share  of  each  and 
every  item  of  investment  yield,  the  items 
of  gross  amount,  and  the  items  of  de¬ 
duction  shall,  except  as  modified  by  this 
subparagraph,  be  determined  on  an  an¬ 
nual  basis  in  the  manner  provided  in 
subparagraph  (1)  of  this  paragraph.  In 
any  case  in  which  a  limitation  is  placed 
on  the  amount  of  a  deduction  provided 
-  under  section  809,  the  limitation  shall 
apply  to  the  item  of  deduction  computed 
on  an  annualized  basis. 

(ii)  For  purposes  of  sections  809  and 
810,  the  investment  jdeld  shall  be  deter¬ 
mined  in  the  manner  provided  in  sub- 
paragraph  (2)  (ii)  of  this  paragraph. 

'  The  share  of  any  item  of  investment 
yield  set  aside  for  policyholders  shall  be 
that  percentage  obtained  by  dividing  the 
required  interest  as  determined  under 
section  809(a)(2),  by  the  investment 
yield,  as  determined  in  this  subpara¬ 
graph,  except  that  if  the  required  in¬ 
terest  exceeds  the  investment  yield, 
then  the  share  of  any  item  of  investment 
yield  set  aside  for  policyholders  shall 
be  100  percent. 

(iii)  The  items  of  gross  amount  and 
the  items  of  deduction,  other  than  the 
operations  loss  deduction  under  section 
809(d)  (4) ,  shall  be  determined  on  an 
annual  basis.  See  subdivision  (iv)  of 
this  subparagraph  for  the  manner  in 
which  the  net  decrease  or  net  increase 
in  reserves  under  section  810  shall  be 
annualized. 

(iv)  For  purposes  of  determining 
either  a  net  decrease  in  reserves  under 
section  810(a)  or  a  net  increase  in  re¬ 
serves  under  section  810(b),  the  sum 
of  the  items  described  in  section  810(c) 
as  of  the  end  of  the  short  period  shall 
be  reduced  by  the  amount  of  the  invest¬ 
ment  yield  not  included  in  gain  or  loss 
from  operations  for  the  short  period 


by  reason  of  section  809(a)(1).  The 
amount  of  investment  yield  excluded 
under  section  809(a)  (1)  has  been  deter¬ 
mined  upon  an  annualized  basis  while 
the  sum  of  the  items  described  in  sec¬ 
tion  810(c)  at  the  end  of  the  short  period 
has  been  determined  on  an  actual  basis. 
In  order  to  place  these  on  the  same  basis, 
the  amount  of  investment  yield  not  in¬ 
cluded  in  gain  or  loss  from  operations  by 
reason  of  section  809(a)  (1),  determined 
under  subdivision  (ii)  shall,  for  purposes 
of  section  810(a)  and  section  810(b),  be 
reduced  to  an  amount  which  bears  the 
same  ratio  to  the  full  amount  as  the 
number  of  days  in  the  short  period  bears 
to  the  number  of  days  in  the  entire 
calendar  year.  'The  net  decrease  or  the 
net  increase  of  the  items  referred  to  in 
section  810(c)  for  the  short  period  shall 
then  be  determined,  as  provided  in  sec¬ 
tion  810(a)  and  section  810(b),  respec¬ 
tively,  and  the  result  annualized. 

(4)  The  portion  of  the  life  insurance 
company  taxable  income  described  in 
section  802(b)  (1)  and  (2)  (relating  to 
taxable  investment  income  and  gain  or 
loss  from  operations)  shall  be  determined 
on  an  annual  basis  by  treating  the 
amounts  ascertained  under  subpara¬ 
graph  (2)  of  this  paragraph  as  the  tax¬ 
able  investment  income,  and  the  amount 
ascertained  under  subparagraph  (3)  of 
this  paragraph  as  the  gain  or  loss  from 
operations,  for  the  taxable  year. 

(5)  The  portion  of  the  life  insurance 
company  taxable  income  described  in 
section  802(b)  (1)  and  (2)  for  the  short 
period  shall  be  the  amount  which  bears 
the  same  ratio  to  the  amount  ascertained 
under  section  818(d)(2)  and  subpara¬ 
graph  (4)  of  this  paragraph  as  the  num¬ 
ber  of  days  in  the  short  period  bears  to 
the  number  of  days  in  the  entire  year. 

(d)  Special  rules.  (1)  For  purposes 
of  determining  the  average  earnings  rate 
(as  defined  in  section  805(b)(3))  for 
subsequent  taxable  years,  the  current 
earnings  rate  for  the  taxable  yes^r  in 
which  the  short  period  occurs  shall  be 
the  rate  determined  under  paragraph 
(c)  (2)  of  this  section. 

(2)  For  purposes  of  determining  an 
operations  loss  deduction  under  section 
812,  the  loss  from  operations  for  the 
short  period  shall  be  the  loss  from  opera¬ 
tions  determined  under  paragraph  (c) 
(5)  of  this  section, 

§  1.818—6  Transitional  rule  for  change 
in  method  of  accounting. 

(a)  In  general.  Section  818(e)  pre¬ 
scribes  the  rules  to  be  followed  in  re¬ 
computing  the  taxes  of  a  life  insurance 
company  for  the  taxable  year  1957  in 
cases  where  the  method  of  accounting 
required  to  be  used  in  computing  the 
company’s  taxes  for  1958  under  section 
818(a)  and  paragraph  (a)  of  §  1.818-2 
is  different  from  the  method  used  in 
1957. 

(b)  Recomputation  of  1957  taxes. 
(1)  For  purposes  of  recomputing  its 
taxes  for  1957,  a  life  insurance  company 
must  ascertain  the  net  amount  of  those 
adjustments  which  are  determined  (as 
of  the  close  of  1957)  to  be  necessary 
solely  by  reason  of  the  change  to  the 
method  of  accounting  required  by  sec¬ 


tion  818(a)  and  paragraph  (a)  of 
§  1.818-2  in  order  to  prevent  amounts 
from  being  duplicated  or  omitted.  Thus, 
for/  example,  life  insurance  companies 
not  on  the  accrual  method  of  accounting 
for  the  year  1957  shall  accrue,  as  of  De¬ 
cember  31,  1957,  those  items  of  gross 
investment  income  under  section  803(b) 
and  those  items  of  deduction  under  sec¬ 
tion  803(c),  as  in  effect  for  1957,  which 
would  have  been  properly  accruable  for 
the  year  1957  if  the  company  had  been 
on  the  accrual  method  of  accounting. 

(2)  In  the  case  of  a  change  in  the 
over-all  method  of  accounting,  the  term 
“net  amount  of  those  adjustments” 
means  the  consolidation  of  adjustments 
(whether  the  amounts  thereof  represent 
increases  or  decreases  in  items  of  in¬ 
come  or  deductions)  arising  with  respect 
to  balances  in  the  various  accounts  on 
December  31,  1957.  In  the  case  of  a 
change  in  the  treatment  of  a  single  ma¬ 
terial  item,  the  amount  of  the  adjust¬ 
ment  shall  be  determined  with  reference 
(»ily  to  the  net  dollar  balances  in  that 
particular  account. 

(3)  (i)  The  amount  of  the  taxpayer’s 
tax  for  1957  shall  be  recomputed  (under 
the  law  applicable  to  1957,  modified  as 
provided  in  section  818(e)  (4)  and  para¬ 
graph  (e)  of  this  section)  by  taking  into 
account  an  amount  equal  to  one-tenth 
of  the  net  amount  of  the  adjustments 
determined  under  subparagraph  (1)  of 
this  paragraph.  The  increase  or  de¬ 
crease  in  tax  attributable  to  the  adjust¬ 
ments  for  such  year  is  the  difference 
between  the  tax  for  such  year  computed 
with  the  allocation  of  one-tenth  of  the 
net  amount  of  the  adjustments  to  such 
taxable  year  over  the  tax  computed 
without  the  allocation  of  any  part  of  the 
adjustments  to  such  year. 

(ii)  The  amount  of  increase  or  de¬ 
crease  (as  the  case  may  be)  referred 
to  in  section  818(e)  (2)  or  (3)  and  para¬ 
graphs  (c)  or  (d)  of  this  section,  shall 
be  the  amount  of  the  increase  or  decrease 
in  tax  ascertained  in  the  manner  de¬ 
scribed  in  subdivision  (i)  of  this  sub- 
paragraph,  multiplied  by  10. 

(c)  Treatment  of  decrea.se.  Section 
818(e)  (2)  provides  that  for  purposes  of 
subtitle  F  of  the  Code,  if  the  recomputa¬ 
tion  under  paragraph  (b)  (3)  (ii)  of  this 
section  results  in  a  decrease,  the  amount 
of  such  decrease  shall  be  treated  as  a 
decrease  in  the  tax  imposed  for  1957 ;  ex¬ 
cept  that  for  purposes  of  computing  the 
period  of  limitation  on  the  making  of 
refunds  or  the  allowance  of  credits  with 
respect  to  such  overpasonents,  the 
amount  of  such  decrease  shall  be  treated 
as  an  overpayment  of  tax  for  1959,  No 
interest  shall  be  paid,  for  any  period  be¬ 
fore  March  16, 1960,  on  any  overpayment 
of  the  tax  imposed  for  1957  which  is  at¬ 
tributable  to  such  decrease. 

(d)  Treatment  of  increase — (1)  In 
general.  Section  818(e)  (3)  (A)  pro¬ 
vides  that  for  purposes  of  subtitle  F  of 
the  Code,  other  than  section  6016  (relat- 

*  ing  to  declarations  of  estimated  income 
tax  by  corporations)  and  section  6655 
(relating  to  failure  by  corporations  to 
pay  estimated  income  tax) ,  if  the  recom¬ 
putation  under  paragraph  (b)  (3)  (ii)  of 
this  section  results  in  an  Increase,  the 
amount  of  such  increase  shall  be  treated 
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as  a  tax  imposed  for  1959.  Such  tax 
shall  be  payable  in  10  equal  annual  in¬ 
stallments,  beginning  with  March  15, 
1960. 

-  (2)  Special  rules.  Section  818(e)  (3) 
(B)  provides  that  for  purposes  of  sec¬ 
tion  818(e)  (3)  (A)  and  subparagraph  (1) 
of  this  paragraph —  < 

(i)  No  interest  shall  be  paid  on  any 
installment  described  in  section  818(e) 
(3)  (A)  and  subparagraph  (1)  of  this 
paragraph  before  the  time  prescribed 
therein  for  the  payment  of  such  in¬ 
stallment. 

(ii)  Section  6152(c)  (relating  to  pro¬ 
ration  of  deficiencies  to  installments) 
and  the  regulations  thereunder  shall 
apply.  However,  section  6152(a)  (relat¬ 
ing  to  the  election  to  make  installment 
payments)  and  the  regulations  there¬ 
under  shall  not  apply. 

(iii)  In  applying  section  6502(a)(1) 
(relating  to  collection  after  assessment) 
and  the  regulations  thereunder,  the  as¬ 
sessment  of  any  installment  described 
in  section  818(e)  (3)  (A)  and  subpara¬ 
graph  (1)  of  this  paragraph  shall  be 
treated  as  made  at  the  time  prescribed 
therein  for  the  pasnnent  of  such 
installment. 

(iv)  If  for  any  taxable  year  the  tax¬ 
payer  is  not  a  life  insiurance  company, 
the  amount  of  the  increase  in  tax  (as 
determined  under  paragraph  (b)  (3)  (ii) 
of  this  section) ,  to  the  extent  not  taken 
into  account  for  prior  taxable  years, 
shall  be  payable  on  the  date  the  retmn 
for  such  taxable  year  is  due  (determined 
without  regard  to  any  extensions  of  time 
for  filing  such  return) ,  unless  such 
amount  is  required  to  be  taken  into  ac¬ 
count  by  the  acquiring  corporation  un¬ 
der  section  381(c)  (22)  and  the  regula¬ 
tions  thereunder. 

(e)  Modifications  of  1957  tax  compu¬ 
tation.  Section  818(e)  (4)  provides  that 
in  recomputing  the  taxpayer’s  tax  for 
1957  for  purposes  of  section  818(e)(1) 
and  paragraph  (b)  of  this  section — 

(1)  Section  804(b),  as  in  effect  for 
1957  (relating  to  the  maximum  reserve 
and  other  policy  liability  deduction), 
shall  not  apply  with  respect  to  any 
amount  required  to  be  taken  into  ac¬ 
count  by  reason  of  section  818(e)  (1)  and 
paragraph  (b)  of  this  section;  and 

(2)  The  amount  of  the  deduction  al¬ 
lowed  by  section  805,  as  in  effect  for 
1957  (relating  to  the  special  interest  de-' 
duction),  shall  not  be  reduced  by  rea¬ 
son  of  any  amount  required  to  be  taken 
into  account  under  section  818(e)(1) 
and  paragraph  (b)  of  this  section. 

(f)  Illustration  of  principles.  The 
application  of  section  818(e)  and  this 
section  may  be  illustrated  by  the  follow¬ 
ing  examples: 

Example  (1).  For  the  taxable  year  1957, 
the  life  Insurance  taxable  Income  of  M,  a 
life  insurance  company,  is  $200,000  computed 
on  the  cash  receipts  and  disbursements 
method  of  accounting.  The  net  amount  of 
the  adjustments  required  imder  section 
818(e)(1)  by  reason  of  the  change  to  the 
accnial  method  of  accounting  for  1958,  in¬ 
creases  M’s  life  insurance  taxable  income  for 
1957  by  $50,000.  The  increase  in  tax  attrib¬ 
utable  to  the  change  in  method  of  account¬ 
ing  required  by  section  818(a)  is  $26,000, 
computed  as  follows: 


(1)  Life  insurance  taxable  income 

before  adjustments _ $200,000 

(2)  Adjustments  required  by  sec. 

818(e)(1)  (%oX$50,000) _  5,000 

(3)  Life  Insurance  taxable  income 

after  adjustments  (item  (1) 

plus  item  (2)) _  205,000 

(4)  Tax  liability  after  adjustments 

(52%  X  $205,000,  minus 

$5,500) . ______  101, 100 

(5)  Tax  liability  before  adjust¬ 

ments  (52%  X $200,000,  minus 
$5,500) _  98,  500 

(6)  Excess  of  item  (4)  over  item 

(5) _ 2,600 

(7)  Increase  in  tax  for  purposes  of 

sec.  818(e)(3)  (item  (6) 
multiplied  by  10) _  26,  000 

Under  the  provisions  of  section  818(e)(3), 
one-tenth  of  the  increase  in  tax  for  1957 
attributable  to  the  change  in  method  of  ac¬ 
counting  required  by  section  818(a),  $2,600 
(VioX  $26,000) ,  was  due  and  payable  on  March 
15,  1960,  and  the  balance,  $23,400  (%oX 
$26,000) ,  is  due  and  payable  in  equal  install¬ 
ments  on  March  15th  of  the  nine  succeed¬ 
ing  taxable  years.  However,  if  for  the  taxable 
year  1965,  M  is  no  longer  a  life  insurance 
company,  and  section  381(c)  (22)  does  not 
apply,  the  balance  of  the  installments  not 
paid  in  prior  taxable  years,  $10,400  (^ioX 
$26,000),  shall  be  due  and  payable  on  March 
15. 1966. 

Example  (2).  Assume  the  facts  are  the 
same  as  in  example  (1),  except  that  the  net 
amount  of  the  adjiistments  required  by  sec¬ 
tion  818(e)(1)  decreases  M’s  life  insurance 
taxable  income  for  1957  by  $25,000.  The  de¬ 
crease  in  tax  attributable  to  the  change  in 
method  of  accounting  required  by  section 
818(a)  is  $13,000,  computed  as  follows:' 

(1)  Life  insurance  taxable  Income 

before  adjustments _ $200, 000 

(2)  Adjiistments  required  by  sec. 

818(e)(1)  (VioX  $25,000) _  2,500 

(3)  Life  insurance  taxable  income 

after  adjustments  (item  (1) 
minus  item  (2)) _  197,500 

(4)  Tax  liability  after  adjustments 

(52%  X  $197,500,  minus 
$5,500) _ 97,200 

(5)  Tax  liability  before  adjiist- 

ments  (52%  x  $200,000,  mi¬ 
nus  $5,600) . 98,500 

(6)  Excess  of  item  (5)  over  item 

(4) _ _  1,300 

(7)  Decrease  in  tax  for  purposes  of 

sec.  818(e)(2)  (item  (6) 
multiplied  by  10) _  13,  000 

Under  the  provisions  of  section  818(e)(2), 
the  entire  $13,000  decrease  in  tax  for  1957 
attributable  to  the  change  in  method  of  ac¬ 
counting  required  by  section  818(a)  shall  be 
treated  as  an  overpayment  of  tax  for  the 
taitable  year  1959.  ' 

§  1.818—7  Denial  of  double  deductions. 

Section  818(f)  provides  that  the  same 
item  may  fiot  be  deducted  more  than 
once  under  subpart  B,  part  I,  subchapter 
L,  chapter  1  of  the  Code  (relating  to  the 
determination  of  taxable  investment  in¬ 
come)  ,  and  more  than  once  under  sub¬ 
part  C,  part  I,  subchapter  L,  chapter  1 
of  the  Code  (relating  to  the  determina¬ 
tion  of  gain  or  loss  from  operations). 

§  1.819  Statutory  provisions;  life  insur¬ 
ance  companies;  foreign  life  insur¬ 
ance  companies. 

Sec.  819.  Foreign  life  insurance  com¬ 
panies — (a)  Carrying  on  United  Stofes  in¬ 
surance  business.  A  foreign  life  insurance 
company  carrying  on  a  life  insxirance  busi¬ 
ness  within  the  United  States,  if  with  re¬ 
spect  to  its  United  States  business  it  would 
qualify  as  a  life  insurance  company  under 


section  801,  shall  be  taxable  on  the  United 
States  biisiness  of  such  company  in  the 
same  manner  as  a  domestic  life  insurance 
company. 

(b)  Adjustment  where  surplus  held  in 
United  States,  is  less  than  specified  mini- 
mum — (1)  In  general.  In  the  case  of  any 
company  described  in  subsection  (a),  if  the 
minimvun  figure  determined  under  para 
graph  (2)  exceeds  the  surplus  held  in  the 
United  States,  then — 

(A)  The  amount  of  the  policy  and  other 
contract  liability  requirements  (determined 
under  section  805  without  regard  to  this 
subsection) ,  and 

(B)  The  amount  of  the  required  interest 
(determined  under  section  809(a)(2)  with, 
out  regard  to  this  subsection), 

shall  each  be  reduced  by  an  amount  deter¬ 
mined  by  multiplying  such  excess  by  the 
cm-rent  earnings  rate  (as  defined  in  section 
805(b) (2)). 

(2)  Definitions.  For  purposes  of  para¬ 
graph  (1)  — 

(A)  The  minimrun  figure  is  the  amount 
determined  by  multiplying  the  taxpayerl 
total  insurance  liabilities  on  United  States 
business  by — 

(i)  In  the  case  of  a  taxable  year  begin¬ 
ning  before  January  1,  1959,  9  percent,  and 

(ii)  In  the  case  of  a  taxable  year  begin¬ 
ning  after  December  31,  1958,  a  percentage 
for  such  year  to  be  determined  and  pro¬ 
claimed  by  the  Secretary  or  his  delegate. 

The  percentage  determined  and  proclaimed 
by  the  Secretary  or  his  delegate  under  clause 
(ii)  shall  be  based  on  such  data  with  re¬ 
spect  to  domestic  life  Insurance  companies 
for  the  preceding  taxable  year  as  the  Sec¬ 
retary  or  his  delegate  considers  representa¬ 
tive.  Such  percentage  shall  be  computed  on 
the  basis  of  a  ratio  the  niunerator  of  which 
is  the  excess  of  the  assets  over  the  total  in¬ 
surance  liabilities,  and  the  denominator  oi 
which  is  the  total  insurance  liabilities. 

(B)  ’The  surplus  held  in  the  United  States 
is  the  excess  of  the  assets  held  in  the  United 
States  over  the  total  insurance  liabilities 
on  United  States  business. 

For  purposes  of  this  paragraph  and  subsec¬ 
tion  (c),  the  term  “total  Insurance  liabili¬ 
ties’’  means  the  sum  of  the  total  reserves 
(as  defined  in  section  801(c))  plus  (to  the 
extent  not  Included  in  total  reserves)  the 
items  referred  to  in  paragraphs  (3),  (4), 
and  (5)  of  section  810(c). 

(c)  Distributions  to  shareholders — (1)  In 
general.  In  applying  sections  802(b)(3) 
and  815  for  purposes  of  subsection  (a),  the 
amount  of  the  distributions  to  sharehold¬ 
ers  shall  be  determined  by  multiplying  the 
total  amount  of  the  distributions  to  share¬ 
holders  (within  the  meaning  of  section  815) 
of  the  foreign  life  insurance  company  by 
whichever  of  the  following  percentages  Is 
selected  by  the  taxpayer  for  the  taxable 
year: 

(A)  The  percentage  which  the  minimum 
figure  for  the  taxable  year  (determined  un¬ 
der  subsection  (b)(2)(A))  is  of  the  excess 
of  the  assets  of  the  company  over  the 
total  insurance  liabilities;  or 

(B)  The  percentage  which  the  total  in¬ 
surance  liabilities  on  United  States  business 
for  the  taxable  year  is  of  the  company’s 
total  insurance  liabilities. 

(2)  Distributions  pursuant  to  certain 
mutualizations.  In  applying  section  815(e) 
for  purposes  of  subsection  (a)  — 

(A)  ’The  paid-in  capital  and  paid-in  sur¬ 
plus  referred  to  in  section  815(e)(1)(A)  of 
a  foreign  life  insurance  company  is  the 
portion  of  such  capital  and  surplus  deter¬ 
mined  by  multiplying  such  capital  and  siir- 
plus  by  the  percentage  selected  for  the  tax¬ 
able  year  under  paragraph  (1);  and 

(B)  ’The  excess  referred  to  in  section  815 
(e)(2)(A)(i)  (without  the  adjustment  pro- 
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vided  by  section  815(e)  (2)  (B) )  is  whichever 
of  the  following  is  the  greater: 

(i)  The  minimum  figure  for  1958  deter¬ 
mined  under  subsection  (b)(2)(A),  or 

(ii)  The  surplus  described  in  subsection 
(13)(2)(B)  (determined  as  of  December  31, 
1958). 

(d)  No  United  States  insurance  business. 
Foreign  life  Insurance  companies  not  carry¬ 
ing  on  an  insiirance  business  within  the 
United  States  shall  not  be  taxable  under 
this  part  but  shall  be  taxable  as  other  foreign 

corporations. 

(Sec.  819  as  added  by  sec.  2,  Life  Insurance 
Company  Income  Tax  Act  1959  (73  Stat. 
136)1 

§  1.819—1  Taxable  years  affecled. 

Section  1.819-2  is  applicable  only  to 
taxable  years  beginning  after  December 
31,  1957,  and  all  references  to  sections 
of  part  I,  subchapter  L,  chapter  1  of 
the  Code,  are  to  the  Internal  Revenue 
Code  of  1954,  as  amended  by  the  Life 
Insurance  Company  Income  Tax  Act  of 
1959  (73  Stat.  112). 

§  1.819—2  Foreign  life  insurance  com¬ 
panies. 

(a)  Carrying  on  United  States  insur¬ 
ance  business.  Section  819(a)  provides 
that  a  foreign  life  insurance  company 
carrying  on  a  life  insurance  business 
within  the  United  States,  if  with  respect 
to  its  United  States  business  it  would 
qualify  as  a  life  insurance  company  un¬ 
der  section  801,  shall  be  taxable  on  its 
United  States  business  under  section  802 
in  the  same  manner  as  a  domestic  life 
insurance  company.  Thus,  the  life  in¬ 
surance  company  taxable  Income  of  such 
a  foreign  life  insurance  company  shall 
not  be  determined  in  the  manner  pro¬ 
vided  by  part  I,  subchapter  N,  chapter 
1  of  the  Code  (relating  to  determination 
of  sources  of  income) ,  but  shall  be  de¬ 
termined  in  the  manner  provided  by 
part  I,  subchapter  L,  chapter  1  of  the 
Code  (relating  to  life  insurance  com¬ 
panies).  See  section  842.  Accordingly, 
in  determining  its  life  insurance  com¬ 
pany  taxable  income  from  its  United 
States  business,  such  a  foreign  life  in¬ 
surance  company  shall  take  into  account 
the  appropriate  items  of  income  irre¬ 
spective  of  whether  such  items  of  income 
are  from  sources  within  or  without  the 
United  States.  A  foreign  life  insurance 
company  shall  take  into  account  the 
appropriate  items  of  expenses,  losses, 

.  and  other  deductions  properly  allocable 
to  such  items  of  income  from  its  United 
States  business.  To  the  extent  not  in¬ 
consistent  with  the  provisions  of  this 
paragraph,  section  818(a),  and  section 
819(b),  all  computations  entering  into 
the  determination  of  taxes  imposed  by 
part  I  shall  be  made  in  a  manner  con¬ 
sistent  with  the  manner  required  for 
purposes  of  the  annual  statement  ap¬ 
proved  by  the  National  Association  of 
Insurance  Commissioners. 

(b)  Adjustment  where  surplus  held  in 
the  United  States  is  less  than  specified 
minimum — (1)  In  general.  Section  819 
(b)  (1)  provides  that  if  the  minimum 
figure  for  the  taxable  year  determined 
under  section  819(b)  (2)  and  subpara¬ 
graph  (2)  (i)  of  this  paragraph  exceeds 
the  surplus  held  in  the  United  States 
as  of  the  end  of  the  taxable  year  (as 
defined  in  section  819(b)  (2)  (B)  and  sub- 
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or  not  in  the  United  States  (as  of  the 
end  of  the  taxable  year) . 

(3)  Illustration  of  principles.  The 
provisions  of  section  819(c)  (1)  and  sub- 
paragraphs  (1)  and  (2)  of  this  para¬ 
graph  may  be  illustrated  by  the  following 
examples: 

Example  (1).  For  the  taxable  year  1958,  T, 
a  foreign  life  Insurance  company  carrying  on 
a  life  Insurance  business  within  the  United 
States  and  taxable  under  section  802,  has 
a  minimum  figure  of  $40,000,  total  amount 
of  distributions  to  all  shareholders  (within 
the  meaning  of  section  815)  of  $5,000,  assets 
(as  of  the  end  of  the  year)  of  $500,000,  total 
Insurance  liabilities  (as  of  the  end  of  the 
year)  of  $450,000,  and  total  Insurance  liabil¬ 
ities  on  United  States  business  (as  of  the  end 
of  the  yesir)  of  $180,000.  Based  upon  these 
facts.  If  T  elects  the  method  provided  In  sec¬ 
tion  819(c)(1)(A)  and  subparagraph  (1)  (1) 
of  this  paragraph,  the  amount  of  Ts  distri¬ 
butions  to  shareholders  for  the  taxable  year 
1958  Is  $4,000,  that  Is,  $5,000  (the  total 
amount  of  distributions  to  shareholders) 
multiplied  by  80  percent  (the  percentage 
which  the  minimum  figure  for  the  taxable 
year,  $40,000,  Is  of  $50,000,  the  excess  of  the 
assets  of  the  company  ($500,000)  over  the 
total  Insurance  liabilities  ($450,000) ) . 

Example  (2).  The  facts  are  the  same  as  In 
example  (1),  except  that  for  the  taxable 
year  1958,  T  elects  the  method  provided  in 
section  819(c)(1)(B)  and  subparagraph  (1) 

.  (11)  of  this  paragraph.  Based  upon  these 
facts,  the  amount  of  T’s  distributions  to 
shareholders  for  the  taxable  year  1958  Is 
$2,00(r,  that  Is,  $5,000  (the  total  amount  of 
distributions  to  shareholders)  multiplied  by 
40  percent  (the  percentage  which  the  total 
Insurance  liabilities  on  United  States  busi¬ 
ness  ($180,000)  is  of  the  total  Insurance 
liabilities  of  the  company  ($450,000) ) . 

(4)  Manner  and  effect  of  election,  (i) 
The  election  provided  by  section  819(c) 
(1)  shall  be  made  in  a  statement  at¬ 
tached  to  the  foreign  life  insurance 
company’s  income  tax  return  for  any 
taxable  year  for  which  the  company  de¬ 
sires  the  election  to  apply.  The  return 
and  statement  must  be  filed  not  later 
than  the  date  prescribed  by  law  (in¬ 
cluding  extensions  thereof)  for  filing  the 
return,  for  such  taxable  year.  The 
statement  shall  indicate  the  method 
elected,  the  name  and  address  of  the  tax¬ 
payer,  and  shall  be  signed  by  the  tax¬ 
payer  (or  his  duly  authorized  represent¬ 
ative)  . 

(ii)  An  election  made  under  section 
819(c)(1)  and  this  paragraph  shall  be 
effective  only  with  respect  to  the  taxable 
year  for  which  the  election  is  made. 
Thus,  the  company  must  make  a  new 
election  for  each  taxable  year  for  which 
it  desires  the  election  to  apply.  Once 
such  election  has  been  made  for  any 
taxable  year  it  may  not  be  revoked. 
However,  for  taxable  years  beginning 
prior  to  April  4,  1961,  a  company  may 
revoke  the  election  provided  by  section 
818(c)  without  obtaining  consent  from 
the  Commissioner  by  filing,  before  July 
4,  1961,  a  statement  that  the  company 
desires  to  revoke  such  election.  An 
amended  return  refiecting  such  revo¬ 
cation  and  the  selection  of  the  other 
percentage  must  accompany  the  state¬ 
ment  for  all  taxable  years  for  which  re¬ 
turns  have  been  filed  with  respect  to 
such  election. 

(5)  Application  of  section  815.  Once 
the  amount  of  distributions  to  share¬ 


holders  is  determined  under  the  pro¬ 
visions  of  section  819(c)  (1)  and  this 
paragraph,  the  rules  of  section  815  (re¬ 
lating  to  distributions  to  shareholders) 
shall  ap^ly  to  the  shareholders  surplus 
account  ^and  the  policyholders  surplus 
account  of  a  foreign  stock  life  insurance 
company  in  the  same  manner  as  they 
would  apply  to  a  domestic  stock  life  in¬ 
surance  company. 

(d)  Distributions  pursuant  to  certain 
mutualizations.  Section  819(c)  (2)  pro¬ 
vides  that  for  purposes  of  applying  sec¬ 
tion  815(e)  and  paragraph  (e)  of 
§  1.815-6  (relating  to  a  special  rule  for 
certain  mutualizations)  in  the  case  of  a 
foreign  life  insurance  company  subject 
to  tax  under  section  802 — 

(1)  The  paid-in  capital  and  paid-in 
surplus  referred  to  in  section  815(e)  (1) 

(A)  of  a  foreign  life' insurance  company 
is  the  portion  of  such  capital  and  surplus 
determined  by  multiplying  such  amounts 
by  the  percentage  selected  for  the  taxable 
year  under  section  819(c)  (1)  and  para¬ 
graph  (c)  (1)  of  this  section;  and 

(2)  The  excess  referred  to  in  section 
815(e)  (2)  (A)  (i)  (without  the  adjust¬ 
ment  provided  by  section  815(e)  (2)  (B) ) , 
is  whichever  of  the  following  is  the 
greater: 

(1)  The  minimum  figure  for  1958  de¬ 
termined  under  section  819(b)  (2)  (A) ;  or 

(ii)  The  surplus  held  in  the  United 
States  (as  defined  in  section  819(b)  (2) 

(B)  )  determined  as  of  December  31, 1958. 

(e)  No  United  States  insurance  busi¬ 
ness.  Foreign  life  insurance  companies 
not  carrying  on  an  insurance  business 
within  the  United  States  shall  not  be 
taxable  imder  part  1,  subchapter  L,  chap¬ 
ter  1  of  the  Code,  but  shall  be  taxable  as 
other  foreign  corporations.  See  section 
881  and  the  regulations  thereunder. 

§  1.820  Statutory  provisions;  life  insur¬ 
ance  companies;  optional  treatment 
of  policies  reinsured  under  modified 
coinsurance  contracts. 

Sec.  820.  Optional  treatment  of  policies 
reinsured  under  modified  coinsurance  con¬ 
tracts — (a)  In  general — (1)  Treatment  as  re¬ 
insured  under  conventional  coinsurance 
contract.  Under  regulations  prescribed  by 
the  Secretary  or  his  delegate,  an  insurance 
or  annuity  policy  reinsured  under  a  modi¬ 
fied  coinsurance  contract  (as  defined  in  sub¬ 
section  (b) )  shall  be  treated,  for  piuposes 
of  this  part  (other  than  for  purposes  of 
section  801 ) ,  as  if  such  policy  were  rein¬ 
sured  under  a  conventional  coinsurance 
contract. 

(2)  Consent  of  reinsured  and  reinsurer. 
Paragraph  (1)  shall  apply  to  an  insurance 
or  annuity  policy  reinsured  under  a  modi¬ 
fied  coinsurance  contract  only  if  the  re¬ 
insured  and  reinsurer  consent,  in  such 
manner  as  the  Secretary  or  his  delegate  shall 
prescribe  by  regulations — 

(A)  To  the  application  of  paragraph  (1) 
to  all  insurance  and  annuity  policies  re¬ 
insured  under  such  modified  coinsurance 
contract,  and 

fB)  To  the  application  of  the  rules  pro¬ 
vided  by  subsection  (c)  and  the  rules  pre¬ 
scribed  under  such  subsection. 

Such  consent,  once  given,  may  not  be  re¬ 
scinded  except  with  the  approval  of  the 
Secretary  or  his  delegate. 

(b)  Definition  of  modified  coinsurance 
contract.  For  purposes  of  this  section,  .the 
term  “modified  coinsurance  contract”  means 
an  indemnity  reinsurance  contract  under 
the  terms  of  which — 


(1)  A  life  insurance  company  (hereinafter 
referred  to  as  “the  reinsurer”)  agrees  to  in¬ 
demnify  another  life  insurance  company 
(hereinafter  referred  to  ^  “the  reinsured”) 
against  a  risk  assumed  by  the  reinsured 
under  the  insurance  or  annuity  policy 
reinsured, 

(2)  The  reinsured  retains  ownership  of 
the  assets  in  relation  to  the  reserve  on  the 
policy  reinsured, 

( 3 )  All  or  part  of  the  gross  investment  in¬ 
come  derived  from  such  assets  is  paid  by 
the  reinsured  to  the  reinsurer  as  a  part  of 
the  consideration  for  the  reinsurance  of 
such  policy,  and 

/  (4)  The  reinsiurer  is  obligated  for  expenses 
incurred,  and  for  Federal  Income  taxes  im¬ 
posed,  in  respect  of  such  gross  investment 
income. 

(c)  Special  rules.  Under  regulations  pre¬ 
scribed  by  the  Secretary  or  his  delegate,  in 
applying  subsection  (a)(1)  with  respect  to 
any  insurance  or  annuity  policy  the  follow¬ 
ing  rules  shall  (to  the  extent  not  improper 
under  the  terms  of  the  modified  coinsurance 
contract  under  which  such  policy  is  re¬ 
insured)  be  applied  in  respect  of  the  amount 
of  such  policy  reinsured: 

(1)  Premiums  and  gross  investment  in- 
-come.  The  premiums  (to  the  extent  allo¬ 
cable  to  the  participation  of  the  reinsurer 
therein)  received  for  the  policy  reinsured 
shall  be  treated  as  received  by  the  reinsurer 
and  not  by  the  reinsured.  The  gross  in¬ 
vestment  income  (to  the  extent  allocable 
to  the  participation  of  the  reinsurer 
therein)  derived  from  the  assets  in  relation 
to  the  reserve  on  the  policy  reinsured  shall 
be  treated  as  gross  investment  income  of  the 
reinsxu-er  and  not  of  the  reins\ired.  The 
gross  investment  income  so  treated  shall  be 
considered  as  derived  proportionately  from 
each  of  the  various  somces  of  gross  invest¬ 
ment  income  of  the  reinsxired. 

(2)  Capital  gains  and  losses.  The  gains 
and  losses  from  sales  and  exchanges  of  capi¬ 
tal  assets,  and  gains  and  losses  considered 
as  gains  and  losses  from  sales  and  exchanges 
of  capital  assets,  of  the  reinsured  shall  (to 
the  extent  of  the  participation  therein  by 
the  reinsurer  under  the  terms  of  the  modi¬ 
fied  coinsurance  contract)  be  treated  as 
gains  and  losses  from  sales  and  exchanges 
of  capital  assets  of  the  reinsurer  and  not  of 
the  reinsured. 

(3)  Reserves  and  assets.  The  reserve  on 
the  policy  reinsured  shall  be  treated  as  a 
part  of  the  reserves  of  the  reinsurer  and 
not  of  the  reinsured,  and  the  assets  in  rela¬ 
tion  to  such  reserve  shall  be  treated  as  owned 
by  the  reinsurer  and  not  by  the  reinsured. 

(4)  Expenses.  The  expenses  (to  the  ex¬ 
tent  reimbursable  by  the  reinsurer)  incurred 
with  respect  to  the  policy  reinsured  and  with 
respect  to  the  assets  referred  to  in  para¬ 
graph  (3)  shall  be  treated  as  incurred  by 

_  the  reinsurer  and  not  by  the  reinsured. 

(5)  Dividends  to  policyholders.  The  divi¬ 
dends  to  policyholders  paid  in  respect  of  the 
policy  reinsured  shall  be  treated  as  paid  by 
the  reinsurer  and  not  by  the  reinsured.  For 
purposes  of  the  preceding  sentence,  the 
amount  of  dividends  to  policyholders  treated 
as  paid  by  the  reinsurer  shall  be  the  amount 
paid,  in  respect  of  the  policy  reinsured,  by 
the  reinsurer  to  the  reinsured  as  reimburse¬ 
ment  for  dividends  to  policyholders  paid 
by  the  reinsured.  This  paragraph  shall  apply 
also  in  respect  of  an  insurance  or  annuity 
policy  reinsured  under  a  conventional  coin¬ 
surance  contract. 

(6)  Reimbursement  for  1957  Federal  in¬ 
come  tax.  Any  amount  paid  in  1958  or  any 
subsequent  year  by  the  reinsurer  to  the  rein¬ 
sured  as  reimbursement  for  Federal  income 
taxes  imposed  for  a  taxable  year  beginning 
in  1957  or  any  preceding  taxable  year  shall 
not  be  taken  into  account  by  the  relnsiued 
as  an  item  under  section  809(c)  or  by  the 
reinsurer  as  a  deduction  under  section 
809(d). 
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(7)  Rules  prescribed  by  the  Secretary. 
Such  other  rules  ais  may  be  prescribed  by  the 
Secretary  or  his  delegate. 

in  applying  the  rules  provided  by  paragraphs 
(1).  (2).  (3),  (4),  (5).  and  (6)  and  the 
rules  prescribed  under  paragraph  (7),  an 
item  shall  be  taken  into  account  as  income 
only  once  under  subpart  B  and  only  once 
under  subpart  C  by  both  the  reinsured  and 
the  reinsurer,  and  an  item  shall  be  allowed 
as  a  deduction  only  once  under  subpart  B 
and  only  once  under  subpart  C  to  both  the 
reinsured  and  the  reinsurer. 

[Sec.  820  as  added  by  sec.  2,  Life  Insurance 
Company  Income  Tax  Act  1959  (  73  Stat. 
137)1 

§  1.820—1  Taxable  years  affected. 

Sections  1.820-2  and  1.820-3  are  ap¬ 
plicable  only  to  taxable  years  beginning 
after  December  31,  1957,  and  all  refer¬ 
ences  to  part  I,  subchapter  L,  chapter  1 
of  the  Code,  are  to  the  Internal  Revenue 
Code  of  1954,  as  amended  by  the  Life 
Insurance  Company  Income  Tax  Act  of 
1959  (73  Stat.  112). 

§  1.820—2  Optional  treatment  of  policies 
reinsured  under  modified  coinsur. 
ance  contracts. 

(a)  In  general.  Section  820(a)  pro¬ 
vides  that  an  insurance  or  annuity  pol¬ 
icy  that  is  reinsured  under  a  modified 
coinsurance  contract  (as  defined  in  sec¬ 
tion  820(b)  and  paragraph  (d)  of  this 
section)  shall,  for  purposes  of  part  I, 
subchapter  L,  chapter  1  of  the  Code 
(other  than  for  purposes  of  section  801), 
be  treated  as  if  such  policy  were  rein¬ 
sured  under  a  conventional  coinsurance 
contract,  if  the  reinsured  company  and 
the  reinsuring  company  (hereinafter  re¬ 
ferred  to  as  the  “reinsured”  and  the  “re¬ 
insurer”)  each  consent  to  such  treat¬ 
ment.  This  optional  treatment  applies 
with  respect  to  any  insurance  or  annuity 
policy  reinsured  under  a  modified  coin¬ 
surance  contract  only  in  the  event  that 
the  reinsured  and  the  reinsurer  consent 
to  such  treatment  for  all  such  policies 
reinsured  under  such  contract  and  also 
consent  to  the  application  of  the  rules 
prescribed  in  and  imder  section  820(c) 
and  §  1.820-3  (relating  to  special  rules) . 

,  (b)  Time  and  manner  of  giving  con¬ 
sent.  (1)  The  consent  of  the  reinsured 
and  reinsurer  to  the  application  of  sec¬ 
tion  820(a)  (1)  and  paragraph  (a)  of 
this  section  to  all  insurance  or  annuity 
policies  reinsured  under  a  modified  coin- 
'  surance  contract  and  to  the  application 
of  the  rules  prescribed  in  and  under  sec¬ 
tion  820(c)  and  §  1.820-3  shall  be  given 
in  a  written  statement  attached  to  the 
life  insurance  company  income  tax  re¬ 
turns  of  both  the  reinsured  and  reinsurer 
for  the  first  taxable  year  to  which  such 
consent  is  to ^  apply.  The  return  and 
statement  shall  be  filed  not  later  than 
the  time  prescribed  by  law  (including 
extensions  thereof)  for  filing  the  return 
for  such  taxable  year.  However,  if  the 
last  day  prescribed  by  law  (including 
extensions  thereof)  for  filing  a  return 
for  the  first  taxable  year  for  which  such 
consent  is  to  apply  falls  before  April  4, 
1961,  such  consent  may  be  made  for  such 
year  by  filing  the  statement  and  an 
amended  return  for  such  taxable  year 
(and  all  subsequent  taxable  years  for 


which  returns  have  been  filed)  before 
July  4,  1961.  The  statement  shall  be 
execute  by  both  the  reinsured  and  rein¬ 
surer  and  shall  be  signed  on  their  behalf 
by  a  person  authorized  to  sign  returns 
under  section  6062  and  the  regulations 
thereunder. 

(2)  In  addition  to  the  statement  of 
consent,  the  following  shall  also  be  filed 
with  the  returns  of  the  reinsured  and 
reinsurer: 

(i)  A  copy  of  the  original  modified 
coinsurance  contract  between  the  rein¬ 
sured  and  reinsurer  as  in  effect  for  the 
first  taxable  year  for  which  consent  to 
the  application  of  section  820  is  given; 

(ii)  A  separate  schedule  for  the  items 
referred  to  in  paragraphs  (1)  through 
(5)  of  section  820(c)  and  paragraph  (a) 
of  §  1.820-3  (to  the  extent  not  reflected 
in  the  permanent  hooks  of  account  of  the 
taxpayer)  which  relate  to  all  policies 
reinsured  under  such  modified  coin¬ 
surance  contract  showing,  in  detail,  the 
extent  to  which  such  items  are  to  be 
taken  into  account  for  the  taxable  year 
by  the  reinsured  and  reinsurer  under  the 
terms  of  such  contract  and  the  provisions 
of  that  section;  and 

(iii)  Such  other  data  as  is  necessary  to 
enable  the  Commissioner  to  determine 
the  correctness  of  the  application  of  the 
rules  prescribed  in  and  under  section 
820  and  to  ascertain  the  accuracy  of  the 
computations  involved. 

The  contract  referred  to  in  subdivision 
(i)  of  this  subparagraph  need  only  be 
submitted  with  the  returns  of  the  rein¬ 
sured  and  reinsurer  for  the  first  taxable 
year  for  which  consent  to  the  application 
of  section  820  is  given.  Furthermore, 
the  reinsured  and  reinsurer  shall  main¬ 
tain  as  part  of  their  permanent  books 
of  account  any  subsequent  amendments 
to  such  contract.  The  information  and 
data  referred  to  in  subdivisions  (ii)  and 
(iii)  of  this  subparagraph  shall  be  sub¬ 
mitted  annually  and  shall  be  attached  to 
the  returns  of  the  reinsured  and  rein¬ 
surer  for  each  taxable  year  for  which 
the  consent  to  the  application  of  sec¬ 
tion  820  remains  in  effect. 

(c)  Scope  of  consent.  The  consent 
referred  to  in  section  820(a)  (2)  and 
paragraphs  (a)  and  (b)  of  this  section 
shall  be  binding  upon  the  reinsured  and 
reinsurer  for  the  taxable  year  for  which 
given,  and  for  all  succeeding  taxable 
years,  unless  permission  to  rescind  such 
consent  is  obtained  from  the  Commis¬ 
sioner.  However,  for  taxable  years  be¬ 
ginning  prior  to  April  4,  1961,  such  con¬ 
sent  may  be  rescinded  without  obtaining 
permission  from  the  Commissioner  by 
filing,  before  July  4,  1961,  a  statement 
that  the  reinsured  and  the  reinsurer  de¬ 
sire  to  rescind  the  consent  under  section 
820.  Such  statement  shall  be  executed 
by  both  the  reinsured  and  the  reinsurer 
and  shall  be  signed  on  their  behalf  by  a 
person  authorized  to  sign  returns  under 
section  6062  and  the  regulations  there¬ 
under.  An  amended  return  of  both  the 
reinsured  and  reinsurer  reflecting  such 
rescission  must  accompany  the  state¬ 
ment  for  all  taxable  years  for  which 
returns  have  been  filed  with  respect  to 
such  consent. 


(d)  Modified  coinsurance  contract 
defined.  For  purposes  of  section  820, 
the  term  “modified  coinsurance  con¬ 
tract”  means  an  indemnity  reinsurance 
contract  in  which — 

(1)  One  life  insurance  company  (the 
reinsurer)  agrees  to  indemnify  another 
life  insurance  company  (the  reinsured) 
against  the  risk,  or  part  thereof,  as¬ 
sumed  by  the  reinsured  company  under 
the  insurance  or  annuity  policy  reinsured 
under  the  contract  of  reinsurance, 

(2)  The  reinsured  company  retains 
ownership  of  the  assets  in  relation  to 
the  reserve  on  the  policy  reinsured, 

(3)  All  or  part  of  the  gross  investment 
income  derived  from  such  assets  is  paid 
by  the  reinsured  company  to  the  reinsur¬ 
ing  company  as  a  part  of  the  considera¬ 
tion  for  the  reinsurance  of  such  policy, 
and 

(4)  The  reinsurer  company  is  obli¬ 
gated  for  expenses  incurred,  and  for 
Federal  income  taxes  impost,  in  re¬ 
spect  of  such  gross  investment  income. 

§  1.820—3  Special  rules. 

(a)  In  general.  For  purposes  of  sec¬ 
tion  820(a)(1),  section  820(c)  provides 
special  rules  (to  the  extent  not  improper 
under  the  terms  of  the  modified  coinsur¬ 
ance  contract  under  which  such  policy 
is  reinsured)  to  be  applied  in  respect  of 
the  amount  of  such  policy  reinsured. 
Both  the  reinsured  and  the  reinsurer 
must  consent  to  these  special  rules,  in 
the  manner  provided  in  paragraph  (b) 
of  §  1.820-2,  in  order  to  obtain  ttie  op¬ 
tional  treatment  provided  by  section 
820(a)(1).  Such  special  rules  and  the 
adjustments  required  thereunder  are — 

(1)  Premiums  (to  the  extent  allocable 
to  the  participation  of  the  reinsurer 
therein)  received  for  the  policy  reinsured 
shall  be  treated  as  received  by  the  re¬ 
insurer  and  not  by  the  reinsured. 
Amoimts  returned  by  the  reinsurer  to 
the  reinsured  shall  be  treated  as  reduc¬ 
tions  in  premium  income  of  the  rein¬ 
surer  under  section  809(c)(1)  and  as 
other  amounts  received  by  the  reinsmed 
under  section  809(c)(1). 

(2)  (i)  Gros^lnvestment  income  (to 
the  extent  alldcable  to  the  participation 
of  the  reinsurer  therein^  derived  from 
the  assets  in  relation  to  the,  reserve  on 
the  policy  reinsured  shall  oe  treated  as 
gross  investment  income  of  the  reinsurer 
and  not  of  the  reinsured.  The  gross 
investment  income  so  treated  shall  be 
considered  as  derived  proportionately 
from  each  of  the  various  sources  of  gross 
investment  income  of  the  reinsured. 
For  this  purpose,  the  perc'entage  used  in 
determining  the  reinsurer’s  share  of 
each  and  every  item  of  gross  investment 
income  (including  tax-exempt  interest, 
partially  tax-exempt  interest,  and  divi¬ 
dends  received)  shall  be  determined  by 
dividing  the  amount  of  gross  investment 
income  allocable  to  the  reinsurer  under 
the  modified  coinsurance  contract  by 
the  total  gross  investment  income  of  the 
reinsured.  'The  percentage  thus  ob¬ 
tained  is  then  applied  to  each  and  every 
item  of  gross  investment  income  of  the 
reinsured.  The  percentage  used  in  de^ 
termining  the  reinsured’s  share  of  each 
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a'n4  every  item  of  gross  investment  in¬ 
come  (including  tax-exempt  interest, 
partially  tax-exempt  interest,  and  div¬ 
idends  received)  shall  be  the  percentage 
obtained  by  subtracting  the  percentage 
obtained  under  the  preceding  sentence 
from  100  percent. 

(ii)  The  provisions  of  this  subpara¬ 
graph  may  be  illustrated  by  the  follow¬ 
ing  example: 

Example.  For  the  taxable  year  1958,  R, 
a  life  Insurance  company,  reinsures  a  block 
of  its  policies  with  S,  a  life  insurance  com¬ 
pany,  under  a  modified  coinsurance  contract. 
Assume  that  R  and  S  have  consented  to 
the  application  of  section  820  and  that  the 
amount  of  gross  investment  income  allocable 
to  S  (under  the  terms  of  the  modified  coin¬ 
surance  contract)  is  $100,000.  Assume  fur¬ 
ther  that  R  has  gross  investment  income  of 
$500,000  for  the  taxable  year  1958,  including 
$5,000  of  wholly  tax-exempt  interest,  $300,000 
of  interest  on  notes,  loans,  etc.,  $35,000  of 
rental  income,  $60,000  of  royalty  income, 
and  $100,000  of  dividends  received  on  stock 
of  domestic  corporations.  Since  the  gross 
investment  income  of  R  to  be  treated  as 
gross  investment  income  of  S  is  20  percent 
of  R*s  gross  investment  income  ($100,000 
$500,0(X>),  R  would  make  up  the  following 
schedule  lor  purposes  of  determining  the 
portion  of  each  individual  item  of  gross 
Investment  income  to  be  taken  into  account 
by  R  and  S: 


Col.  1 

Gross  in¬ 
vestment 
income 

Col.  2 

{20%XCol. 
1)  S’s  share 
of  gross  in¬ 
vestment 
income 

Col.  3 

(Col.  1- 
(iol.  2)  R’s 
share  of 
gross  in¬ 
vestment 
income 

Interest  wholly 

tax-exempt _ 

$5,000 

$1,000 

$4,000 

Interest  on  not^ 

loans,  etc... 1... 

300,000 

60,000 

240,000 

Rents . 

35,000 

7,000 

28,000 

Royalties . . 

60,000 

12;  000 

48,000 

Dividends  on 
stock  of  domes- 

tic  corporations. 

100,000 

20,000 

80,000 

Total . 

600,000 

100,000 

400,000 

(3)  (i)  Gains  and  losses  from  sales  and 
exchanges  of  capital  assets,  and  gains 
and  losses  considered  as  gains  and  losses 
from  sales  and  exchanges  of  capital  as¬ 
sets,  of  the  reinsured  company  shall  (to 
the  extent  of  the  participation  therein 
by  the  reinsurer  under  the  terms  of  the 
modified  coinsurance  contract)  be 
treated  as  gains  and  losses  from  sales 
and  exchanges  of  capital  assets  of  the 
reinsurer  and  not  of  the  reinsured.  The 
character  of  the  gains  and  losses  so 
treated  shall  be  the  same  for  the  rein¬ 
surer  as  it  would  be  in  the  hands  of  the 
reinsured.  The  gains  and  losses  so 
treated  shall  be  considered  as  derived 
proportionately  from  each  sale  and  ex¬ 
change  of  a  capital  asset,  and  each  gain 
and  loss  considered  as  a  gain  and  loss 
from  the  sale  and  exchange  of  a  capital 
asset,  of  the  reinsured. 

(ii)  The  provisions  of  this  subpara- 
graph  may  be  illustrated  by  the  follow- 
^ing  example: 

Example.  For  the  taxable  year  1959,  L,  a 
life  Inswance  company,  reinsiu-es  a  block 
of  its  policies  with  N,  a  life  Insurance  com¬ 
pany,  under  a  modified  coinsurance  contract. 


Assume  that  L  and  N  have  consented  to  the 
application  of  section  820  and  that  under  the 
terms  of  such  contract  20  percent  of  the  gains 
and  losses  from  the  sales  and  exchanges  of 
capital  assets  (and  any  gains  and  losses  con¬ 
sidered  to  be  from  sales  and  exchanges  of 
capital  assets  vmder  applicable  law)  of  L 
are  allocable  to  N.  Assvune  further  that  for 
the  taxable  year  1959,  L  has  a  long-term 
capital  gain  of  $5,000  from  the  sale  of  stock 
X,  a  short-term 'capital  gain  of  $8,000  from 
the  sale  of  stock  Y,  and  a  long-term  capital 
loss  of  $4,000  from  the  sale  of  stock  Z.  Since 
20  percent  of  such  gains  and  losses  of  L  are 
allocable  to  N,  L  would  make  up  the  fol¬ 
lowing  schedule  for  purposes  of  determin¬ 
ing  the  portion  of  each  of  such  gains  and 
losses  to  be  taken  into  account  by  L  and  N : 


Col.  1 

Capital 
gain  or  loss 

Col.  2 

(20%X 
Col.  1)  N’s 
share  of 
capital 
gain  or  loss 

Col.  3 

(Col.  1  - 
Col.  2)  L’s 
share  of 
capital 
gain  or  loss 

Long-term 
capital  gain . 

$.5,000 

$1,000 

$4,000 

Short-term 
capital  gain . 

8,000 

1,600 

6, 400 

Ix)ng-term 
capital  loss . 

4,000 

800 

3,200 

(4)  The  reserve  on  the  policy  rein¬ 
sured  (to  the  extent  allocable  to  the 
participation  of  the  reinsurer  therein) 
shall  be  treated  as  a  part  of  the  reserves 
of  the  reinsurer  and  not  of  the  rein¬ 
sured.  Such  reserve  shall  not  be  lim¬ 
ited  to  the  items  taken  into  account 
under  section  810(c). 

(5)  The  assets  in  relation  to  the  re¬ 
serve  referred  to  in  section  820(c)  (3) 
and  in  subparagraph  (4)  of  this  para¬ 
graph  shall  be  treated  as  owned  by  the 
reinsurer  and  not  by  the  reinsured. 

(6)  (i)  The  expenses  (to  the  extent 
reimbursable  by  the  reinsurer)  incurred 
with  respect  to  the  policy  reinsured 
which  relate  to  the  determination  of  gain 
or  loss  from  operations  under  section 
809(b)  shall  be  treated  as  incurred  by 
the  reinsurer  and  not  by  the  reinsured. 
Furthermore,  any  provision  limiting 
the  amount  which  shall  be  allowed  as  a 
deduction  shall  be  applied  after  such 
adjustment  has  been  made. 

(ii)  The  expenses  (to  the  extent  reim¬ 
bursable  by  the  reinsurer)  incurred  with 
respect  to  the  policy  reinsured  and  with 
respect  to  the  assets  referred  to  in  sec¬ 
tion  820(c)(3)  and  subparagraph  (5)  of 
this  paragraph  which  relate  to  the  de¬ 
termination  of  investment  yield  under 
section  804(c)  shall  be  treated  as  in¬ 
curred  by  the  reinsurer  and  not  by  the 
reinsured.  Furthermore,  any  provision 
limiting  the  amount  which  shall  be  al¬ 
lowed  as  a  deduction  shall  be  applied 
after  such  adjustment  has  been  made. 
The  expenses  so  treated  shall  be  con¬ 
sidered  as  incurred  proportionately  from 
each  of  the  various  sources  of  expenses 
incurred  by  the  reinsured.  For  this 
purpose,  the  percentage  used  in  deter¬ 
mining  the  reinsurer’s  share  of  each  and 
every  item  of  such  expenses  shall  be 
determined  by  dividing  the  amount  of 
such  expenses  allocable  to  the  reinsurer 
under  the  modified  coinsurance  contract 
by  the  total  amount  of  such  expenses. 
The  percentage  thus  obtained  is  then 
applied  to  each  and  every  item  of  such 


expenses.  The  percentage  used  in  deter¬ 
mining  the  reinsured’s  share  of  each  and 
every  item  of  such  expenses  shall  be  the 
percentage  obtained  by  subtracting  the 
percentage  obtained  imder  the  preceding 
sentence  from  100  percent. 

(iii)  The  provisions  of  subdivision  (ii) 
of  this  subparagraph  may  be  illustrated 
by  the  following  example: 

Example.  Assume  the  facts  are  the  same 
as  in  the  example  contained  in  subpara¬ 
graph  (2)  (ii)  of  this  paragraph,  except  that 
R  incurred  expenses  ($8,000  of  which  are 
reimbursable  by  S)  relating  to  the  deter¬ 
mination  of  Investment  yield  of  $40,000,  in¬ 
cluding  investment  expenses  of  $30,000,  de¬ 
preciation  of  $8,000,  and  real  estate  expenses 
of  $2,000.  Based  upon  these  facts,  R  would 
make  up  the  following  schedule  for  purposes 
of  determining  the  portion  of  each  individual 
item  of  expense  to  be  taken  into  account 
by  R  and  S: 


Col.  1 

Total 

Col.  2 

(20%XCol. 
11  S’s  share 
of  expenses 

Col.  3 

(Col.  1- 
Col.  2)  R’s 
share  of 
expenses 

Investment 

expenses . 

$30,000 

$6,000 

$32,000 

Depreciation . 

8,000 

1,600 

6,400 

Real  estate 
expenses . 

2.000 

400 

1,600 

Expenses 
relating 
to  deter¬ 
mination 
of  invest¬ 
ment 
yield . 

40,000 

8,000 

24,000 

(7)  Dividends  to  policyholders  (as  de¬ 
fined  in  section  811(a)  and  paragraph 
(a)  of  §  1.811-2)  paid  in  respect  of  the 
policy  reinsured  shall  be  treated  as  paid 
by  the  reinsurer  and  not  by  the  rein¬ 
sured.  For  purposes  of  the  preceding 
sentence,  the  amount  of  dividends  to  pol¬ 
icyholders  treated  as  paid  by  the  rein¬ 
surer  shall  be  the  amount  paid,  in  re¬ 
spect  of  the  policy  reinsured,  by  the' 
reinsurer  to  the  reinsured  as  reimburse¬ 
ment  for  dividends  to  policyholders  paid 
by  the  reinsured.  This  subparagraph 
shall  apply  also  in  respect  of  an  insur¬ 
ance  or  annuity  policy  reinsured  under 
a  conventional  reinsurance  contract. 

(8)  Any  amounts  paid  in  1958  or  any 
subsequent  year  by  the  reinsurer  to  the 
reinsured  as  reimbursement  for  Federal 
income  taxes  imposed  for  a  taxable  year 
beginning  in  1957  or  any  preceding  tax¬ 
able  year  shall  not  be  taken  into  account 
by  the  reinsured  as  an  item  of  gross 
amount  under  section  809(c)  or  taken 
into  account  by  the  reinsurer  as  an  item 
of  deduction  under  section  809(d). 

(b)  Denial  of  double  deduction.  In 
applying  the  special  rules  provided  by 
section  820(c)  and  paragraph  (a)  of  this 
section,  an  item  shall  be  taken  into  ac¬ 
count  as  income  only  once  under  subpart 
B,  part  I,  subchapter  L,  chapter  1  of  the 
Code,  and  only  once  under  subpart  C, 
part  I,  subchapter  L,  chapter  1  of  the 
Code,  by  both  the  reinsured  and  the  re¬ 
insurer,  and  an  item  shall  be  allowed  as 
a  deduction  only  once  imder  such  subpart 
B  and  only  once  under  such  subpart  C 
to  both  the  reinsured  and  the  reinsurer. 

|F.R.  Doc.  61-2945;  Filed,  Apr.  3,  1961; 

8:50  a.m.] 
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Tuesday,  April  4,  1961 

Title  24— HOUSING  AND 
HOUSING  CREDIT 

Chapter  il — Federal  Housing  Adminis¬ 
tration,  Housing  and  Home  Finance 
Agency 

SUBCHAPTER  M— MILITARY  AND  ARMED  SERV- 
ICES  HOUSING  MORTGAGE  INSURANCE 

PART  292a— ARMED  SERVICES  HOUS¬ 
ING  INSURANCE;  ELIGIBILITY  RE¬ 
QUIREMENTS  OF  MORTGAGE 

Subpart  A — Military  Personnel 

Certification  as  to  Liens  and 
Obligations 

In  §  292a.24  paragraph  (a)  is  amended 
te  read  as  follows: 

§  292a.24  Certification  as  to  liens  and 
obligations. 

♦  *  ♦  *  * 

(a)  The  property  covered  by  the 
mortgage  is  free  and  clear  of  all  liens 
other  than  such  mortgage,  except  such 
liens  as  may  be  approved  by  the  Commis¬ 
sioner;  and 

(Sec.  807,  69  Stat.  651;  12  U.S.C.  1748f .  Inter¬ 
prets  or  applies  sec.  809,  70  Stat.  273;  12 
U.S.C.  1748h-l) 

Issued  at  Washington,  D.C.,  March  29, 
1961. 

Neal  J.  Hardy, 

Federal  Housing  Commissioner. 

[F.R.  Doc.  61-2944;  Piled,  Apr.  3,  1961; 
8:50  a.m.] 


Title  32— NATIONAL  DEFENSE 

Chapter  V — Department  of  the  Army 
SUBCHAPTER  B — CUIMS  AND  ACCOUNTS 

PART  536— CLAIMS  AGAINST  THE 
UNITED  STATES 

Claims  Arising  From  Activities  of  Na¬ 
tional  Guard  Personnel  While  En¬ 
gaged  in  Duty  or  Training 

New  §§  536.140-536.152  are  prescribed, 
as  follows: 

Sec. 

53.6.140  .Definitions. 

536.141  Scope. 

536.142  Claims  payable. 

536.143  Claims  not  payable. 

536.144  Subrogation. 

536.145  Notification  of  incident. 

536.146  Investigation. 

536.147  Form  of  claims. 

536.148  Procedures. 

536.149  When  claim  must  be  presented. 

536.150  Where  claim  must  be  presented. 

536.151  Property  lost  or  damaged  incident. 

to  service. 

536.152  Settlement  authority. 

Authority:  §§536.140  to  536.152  issued 
under  sec.  715,  74  Stat.  878;  32  U.S.C.  715. 
Source:  AR  25-40,  Mar.  6,  1961. 

§  536.140  Definitions. 

The  definitions  of  terms  set  forth  in 
§536.3,  are  applicable  to  §§536.140- 
536.152  unless  otherwise  defined  in  this 
section. 

(a)  Army  National  Guard.  That  part 
of  the  organized  militia  of  the  several 


States  and  territories,  Puerto  Rico,  the 
Canal  Zone  and  the  District  of  Columbia, 
active  or  inactive  that  is  a  land  force;  is 
trained,  and  has  its  officers  appointed 
under  the  sixteenth  clause  of  section  8, 
article  I  of  the  Constitution;  is  organized, 
armed,  and  equipped  wholly  or  partly 
at  Federal  expense;  and  is  federally 
recognized. 

(b)  Army  National  Guard  personnel. 
A  member  of  the  Army  National  Guard 
engaged  in  training  or  duty  under  sec¬ 
tions  316,  502,  503,  504,  or  505  of  title  32, 
United  States  Code,  or  any  other  pro¬ 
vision  of  law  for  which  he  is  entitl^  to 
pay  under  section  301  of  title  37,  United 
States  Code,  or  for  which  he  has  waived 
that  pay,  or  a  person  who  is  employed 
under  section  709  of  title  32,  United 
States  Code. 

(c)  Claimant.  An  individual,  partner¬ 
ship,  association,  corporation,  country, 
territory,  possession  or  a  political  sub¬ 
division  of  a  State,  territory  or  possession 
presenting  a  claim.  The  term  does  not 
include  the  United  States  Government  or 
any  of  its  agencies  or  instrumentalities, 
except  as  prescribed  by  statute,  and  does 
not  include  a  State. 

(d)  Disaster.  A  sudden  and  extra¬ 
ordinary  calamity  occasioned  by  activ¬ 
ities  of  Army  National  Guard  personnel, 
other  than  combat  resulting  in  extensive 
civilian  property  damage  or  personal 
injuries  and  creating  a  large  number  of 
potential  claims. 

(e)  Noncombat  activities.  A  noncom¬ 
bat  activity  is  one  which  normally  is  pe¬ 
culiarly  military,  which  has  little  parallel 
in  civilian  pursuits,  and  which  histori¬ 
cally  has  been  considered  as  furnishing  a 
proper  basis  for  the  payment  of  claims, 
such  as  maneuvers,  field  training,  special 
field  exercises,  practice  firing  of  artillery, 
demolition  activities,  operation  of  air¬ 
craft,  escape  of  animals,  use  of  vehicles 
having  latent  mechanical  defects,  move¬ 
ment  of  combat  or  other  vehicles  de¬ 
signed  especially  for  military  use,  and 
the  use  and  occupancy  of  real  estate. 

(f)  Scope  of  employment.  Expressly 
or  impliedly  directed  or  authorized  by 
competent  authority,  and  within  the  de¬ 
sign,  aim,  purpose,  or  instructions  of  the 
unit’s  or  organization’s  mission. 

§  536.141  Scope. 

Sections  536.140-536.152  prescribe  the 
substantive  bases  and  special  procedural 
requirements  for  the  settlement  of  claims 
against  the  United  States  for  death,  per¬ 
sonal  injury,  or  damage  to  or  loss  or 
destruction  of  property  caused  by  a  mem¬ 
ber  of  or  arising  out  of  the  activities  of 
the  Army  National  Guard  when: 

(a)  Engaged  in  training  or  duty  under 
sections  316,  502,  503,  504,  or  505  of  title 
32,  United  States  Code,  or  any  other  pro¬ 
vision  of  law  for  which  he  is  entitled  to 
pay  under  section  301  of  title  37,  United 
States  Code,  or  for  which  he  has  waived 
that  pay,  and  providing  he  is  acting 
within  the  scope  of  his  emplo3mient; 

(b)  Caused  by  a  person  employed 
under  section  709  of  title  32,  United 
States  Code,  acting  within  the  scope  of 
his  employment;  or 

(c)  Otherwise  incident  to  noncombat 
activities  of  the  Army  National  Guard 
under  one  of  the  above-enumerated 
sections. 


§  536.142  Claims  payable. 

(a)  General.  Unless  otherwise  pre¬ 
scribed,  a  claim  for  personal  injury, 
death,  or  damage  to  or  loss  of  property, 
real  or  personal,  as  provided  in  §  536.141, 
which  arose  on  or  after  September  13, 
1960,  is  payable  under  §§  536.140-536.152 
when: 

(1)  Caused  by  the  act  or  omission, 
negligent,  wrongful  or  otherwise  involv¬ 
ing  fault,  of  Army  National  Guard  per¬ 
sonnel  acting  within  the  scope  of  em¬ 
ployment,  or 

(2)  Incident  to  noncombat  activities 
of  Army  National  Guard  personnel  dur¬ 
ing  duty  or  training. 

(b)  Death.  Only  one  claim  arises. 
The  amount  allowed  will,  to  the  extent 
found  practicable,  be  apportioned  among 
the  beneficiaries  as  prescribed  by  the 
law  of  the  place  where  the  incident 
resulting  in  death  occurred. 

(c)  Property.  The  property  for 
damage  or  loss  of  which  claims  may  be 
settled  under  §§  536.140-536.152  includes: 

(1)  Real  property  used  and  occupied; 
an  allowance  may  be  made  for  the  use 
and  occupancy  of  property  arising  out  of 
a  trespass  or  other  tort,  even  though 
claimed  as  rent; 

(2)  Personal  property  bailed  to  the 
United  States  or  to  the  Army  National 
Guard,  under  an  agreement,  express  or 
implied,  when  engaged  in  training  or 
duty  under  sections  316,  502,  503,  504,  or 
505  of  title  32,  United  States  Code,  or  to 
a  person  employed  under  section  709  of 
title  32,  United  States  Code,  acting  within 
the  scope  of  his  emplo3mient,  unless  the 
owner  has  expressly  assumed  the  risk  of 
damage  or  loss;  and 

(3)  Registered  or  insured  mail  in  the 
possession  of  authorized  Army  National 
Guard  personnel,  even  though  the  loss 
was  caused  by  a  criminal  act. 

§  536.143  Claims  not  payable. 

A  claim  is  not  allowable  under 
§§  536.140-536.152  which: 

(a)  Results  from  combat  activities; 

(b)  Results  wholly  or  partly  from  the 
negligent  or  wrongful  act  of  the  claim¬ 
ant,  his  agent,  or  employee.  The  doc¬ 
trine  of  comparative  negligence  is  not 
applied; 

(c)  Is  for  personal  injury  or  death  for 
damage  to  or  loss  of  personal  property 
of  Army  National  Guard  personnel 
incident  to  service; 

(d)  Is  for  reimbursement  for  medical, 
hospital,  or  burial  expenses  furnished  at 
the  expense  of  the  United  States  or  any 
State,  territory,  or  the  District  of 
Columbia,  the  Canal  Zone,  or  Puerto 
Rico; 

(e)  Is  purely  contractual  in  character ; 

(f)  Is  based  solely  on  compassionate 
grounds; 

(g)  Is  for  patent  infringement; 

(h)  Arises  from  private  transactions 
of  Army  National  Guard  personnel; 

(i)  Is  for  jewels  and  other  articles  of 
extraordinary  value,  voluntarily  bailed 
td  the  United  States  or  to  the  Army 
National  Guard  when  engaged  in  train¬ 
ing  or  duty  under  sections  316,  502,  503. 
504,  or  505  of  title  32.  United  States  Code, 
or  to  a  person  employed  imder  section 
709  of  that  title  acting  within  the  scope 
of  his  employment.  The  foregoing 
sentence  is  not  applicable  to  claims  in- 
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volving  registered  or  insured  mail.  No 
allowance  will  be  made  for  any  item 
where  the  evidence  indicates  that  the 
acquisition,  possession,  or  transporta¬ 
tion  thereof  was  in  violation  of  the  Army, 
Army  National  Guard  or  other  com¬ 
mand  directives,  or  was  in  violation  of 
State  or  Federal  law; 

(j)  Is  based  upon  an  act  or  omission 
of  military  personnel  or  a  civilian  em¬ 
ployee  of  the  United  States,  or  Army 
National  Guard  personnel,  exercising  due 
care,  in  the  execution  of  a  statute  or  reg¬ 
ulation,  whether  or  not  such  statute  or 
regulation  be  valid,  or  in  the  exercise  or 
performance  of  or  the  failure  to  exercise 
or  perform  a  discretionary  function  or 
duty,  whether  or  not  the  discretion  be 
abused; 

(k)  Arises  in  respect  of  the  assessment 
or  collection  of  any  tax  or  custom  duty, 
or  the  detention  of  any  goods  or  mer¬ 
chandise  by  an  oflBcer  of  customs  or  ex¬ 
cise  or  other  law  enforcement  officer; 

(l)  Is  for  damages  caused  by  the  im¬ 
position  or  establishment  of  a  quarantine 
by  the  United  States; 

(m)  Arises  out  of  assault,  battery, 
false  imprisonment,  false  arrest,  mali¬ 
cious  prosecution,  abuse  of  process,  Ubel, 
slander,  misrepresentation,  deceit,  or 
interference  with  contract  rights;  or 

(n)  Is  for  damages  caused  by  the  fiscal 
operations  of  the  Department  of  the 
Treasury  or  by  the  regulation  of  the 
monetary  system. 

§  536.144  Subrogation. 

Subrogated  claims  will  be  payable  and 
processed  as  prescribed  in  §  536.6. 

§  536.145  Notification  of  incident. 

When  an  incident  occurs  which  may 
give  rise  to  a  claim  cognizable  tmder 
§§  536.140-536.152,  the  adjutants  general 
of  the  States,  territories,  the  District  of 
Columbia,  the  Canal  Zone,  and  Puerto 
Rico  will  insure  that  the  occurrence  is 
reported  immediately  by  the  most  ex¬ 
peditious  means  to  the  Army  or  com¬ 
parable  commander,  ATTN :  Staff  Judge 
Advocate,  in  whose  geographical  area 
the  inbcident  occurs.  The  report  will 
contain  the  following  information: 

(a)  Date  of  incident. 

(b)  Place  of  incident. 

(c)  Nature  of  incident. 

(d)  Names  and  organization  of  Army 
National  Guard  personnel  involved. 

(e)  Names  of  potential  claimant(s). 

(f )  A  brief  description  of  any  damage, 

loss,  or  destruction  of  private  property, 
and  any  injuries  or  death  of  potential 
claimants. 

§  536.146  Investigation. 

(a)  When  required.  Immediate  in¬ 
vestigation  by  a  claims  officer  designated 
by  an  Army,  Military  District  of  Wash- 
ingrton,  or  comparable  commander  of 
an  incident  not  arising  from  combat 
is  required  when: 

(1)  Property  other  than  Government 
property  is  damaged,  lost,  or  destroyed; 

(2)  Government  property  is  damaged, 

lost,  or  destroyed  under  circumstances 
which  may  give  rise  to  a  claim  in  favor 
of  the  Government  under  §  537.1  of  this 
chapter; 

(3)  Injury  or  death  results  to  any  per¬ 
son,  other  than  to  members  of  the  Army 
National  Guard,  and  other  personnel 


employed  imder  section  709,  of  title  32, 
United  States  Code  sustained  while  in 
the  performance  of  duty  (§  536.141) ; 

(4)  A  claim  is  made; 

(5)  Investigation  is  requested  by  an¬ 
other  armed  service  of  the  United  States; 
or 

(6)  Competent  authority  so  directs. 

(b)  Conduct  of  investigation — (1) 

Army  claims  officer.  The  Army  claims 
officer  or  investigator  will  consider  all 
aspects  of  the  incident  to  determine  the 
extent  of  his  investigation.  He  will, 
whenever  practicable,  visit  the  scene  of 
the  incident,  and  physically  inspect 
damage  to  property  which  may  be  the 
subject  of  a  claim.  He  will  obtain  all¬ 
evidence  which  will  assist  in  a  proper 
settlement  of  a  claim,  including  state¬ 
ments  of  witnesses,  and  when  pertinent, 
photographs,  maps  or  sketches  showing 
measurements,  skid  marks  and  traffic 
controls  or  signs.  He  will  insure  all 
pertinent  evidence  developed  by  Army 
National  Guard  authorities,  including 
that  enumerated  in  subparagraph  (2)  of 
this  paragraph  is  obtained  when  appli¬ 
cable. 

(2)  Army  National  Guard  authorities. 
Army  National  Guard  authorities  of  the 
States,  territories  and  the  District  of 
Columbia,  Puerto  Rico  or  the  Canal  Zone 
will  furnish  the  Army,  Military  District 
of  Washington,  or  comparable  command, 
ATTN:  Army  Staff  Judge  Advocate,  or 
turn  over  to  the  Army  claims  officer, 
without  delay,  the  original  and  one  copy 
of  the  following  documents  when  appro¬ 
priate: 

(i)  Operator’s  Report  of  Motor- 
Vehicle  Accident  (Standard  Form  91). 

(ii)  Trip  ticket. 

(iii)  Scope  of  Employment  Statement. 

(iv)  All  available  pertinent  informa- 
-tion  and  evidence  that  may  have  been 

obtained  by  Army  National  Guard  au¬ 
thorities. 

(3)  Request  for  assistance.  When  an 
incident  which  may  give  rise  to  a  claim 
cognizable  under  §§  536.140-536.152  oc¬ 
curs  in  an  area  more  readily  accessible 
for  investigation  by  a  claims  officer  of 
an  installation  of  another  armed  services 
of  the  United  States,  the  Army,  Military 
District  of  Washington,  or  comparable 
commander  may  request  the  command¬ 
ing  officer  of  another  service  to  conduct 
or  assist  in  the  investigation. 

(4)  Concurrent  investigations.  Army 
National  Guard  authorities  are  responsi¬ 
ble  for  making  investigations  required  in 
connection  with  reports  of  survey  action 
and  may  conduct  such  collateral  investi¬ 
gations  as  may  be  considered  necessary. 

§  536.147  Form  of  claims. 

All  claims  cognizable  under  §§  536.140- 
536.152  will  be  submitted  in  triplicate  on 
Bureau  of  the  Budget  Standard  Form  95 
(Claim  for  Damage  or  Injury).  A  claim 
by  Army  National  Guard  personnel  for 
personal  property  damaged  or  lost  inci¬ 
dent  to  service  is  not  governed  by 
§§  536.140-536.152,  and  will  be  processed 
as  required  by  §  536.27. 

§  536.148  Procedures. 

So  far  as  not  inconsistent  with 
§§  536.140-536.152  the  procedimes  set 
forth  in  §§  536.l-536.llb  will  be  followed 
as  to  a  claim  presented  under  §§  536.140- 
536.152. 


§  536.149  When  claim  must  be  pre< 
sented. 

(a)  A  claim  may  be  settled  imder 
§§  536.140-536.152  only  if  the  incident 
out  of  which  the  claim  arose  occurred  on 
or  after  September  13,  1960,  and  is  pre¬ 
sented  in  writing  within  2  years  after  it 
accrues,  except  that  if  the  claim  accrues 
in  time  of  war  or  armed  conflict  or  if 
such  war  or  armed  conflict  intervenes 
within  2  years  after  it  accrues,  and  if 
good  cause  is  shown,  the  claim  may  be 
presented  not  later  than  2  years  after 
war  or  armed  conflict  is  terminated. 

(b)  As  used  in  this  section,  a  war  or 
armed  conflict  is  one  in  which  any  armed 
force  of  the  United  States  is  engaged. 
The  dates  of  commencement  and  termi¬ 
nation  of  any  armed  conflict  shall  be 
established  by  concurrent  resolution  of 
Congress  or  by  determination  of  the 
President. 

§  536.150  Wliere  claim  must  be  pre* 
sented. 

A  claim  must  be  presented  either  to 
an  Army,  Military  District  of  Washing¬ 
ton,  or  comparable  command,  or  to  a 
post,  camp  or  installation  of  the  United 
States  Army  if  more  convenient  to  the 
claimant.  Presentation  of  a  claim  to 
any  headquarters,  organization,  office,  or 
personnel  of  the  National  Guard  does 
not  constitute  the  presentation  of  a 
claim  within  §§  536.140-536.152. 

§  536.151  Property  lost  or  damaged  in¬ 
cident  to  service. 

The  claims  of  National  Guard  person¬ 
nel  for  personal  property  damaged  or 
lost  incident  to  their  service  are  not 
cognizable  under  §§  536.140-536.152.  See 
§  536.27. 

§  536.152  Settlement  authority. 

(a)  Approval  authority.  Each  of  the 
following  is  delegated  authority  under 
§§  536.140-536.152  subject  to  prescribed 
monetary  limitations,  to: 

(1)  Approve  claims  in  the  full  amount 
claimed ;  or 

(2)  Approve  claims  for  less  than  the 
amount  claimed,  if  accepted  by  claimant 
in  full  satisfaction  and  flnal  settlement: 

(i)  Claims  not  over  $5,000.  The  Judge 
Advocate  General  of  the  Army. 

(ii)  Claims  not  over  $1,000.  The 
Chief,  Claims  Division,  Office  of  the 
Judge  Advocate  General,  and  all  officers 
of  the  Judge  Advocate  General’s  Corps 
assigned  to  that  division,  subject  to  such 
limitations  as  the  Chief,  Claims  Di¬ 
vision,  may  prescribe. 

(b)  Authority  to  disapprove  claims. 
The  authority  to  disapprove  claims 
under  §§  536.140-536.152,  subject  to  ap¬ 
peal  to  the  Secretary  of  the  Army,  is 
delegated  only  to: 

(1)  The  Judge  Advocate  General  of 
the  Army ;  and 

(2)  The  Chief,  Claims  Division,  Office 
of  the  Judge  Advocate  General,  and  all 
officers  of  The  Judge  Advocate  General’s 
Corps  assigned  to  that  division,  subject 
to  such  limitations  as  the  Chief,  Claims 
Division,  may  prescribe. 

R.  V.  Lee. 

Major  General,  U.S.  Army, 

The  Adjutant  General. 

[PJR.  Doc.  61-2910;  FUed,  Apr.  8,  1961; 
8:45  am.] 
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Tuesday,  April  4,  1961 

Title  43— PUBLIC  LANDS: 
INTERIOR 

Chapter  I — Bureau  of  Land  Manage¬ 
ment,  Department  of  the  Interior 
appendix — PUBLIC  LAND  ORDERS 

[Public  Land  Order  2313] 

[86704] 

UTAH 

Partly  Revoking  Executive  Order  of 
July  2,  1910,  Which  Created  Power 
Site  Reserve  No.  34 

By  virtue  of  the  authority  vested  in 
the  President  by  the  act  of  June  25, 1910 
(36  Stat.  847;  43  U.S.C.  141)  and  pur¬ 
suant  to  Executive  Order  No.  10355  of 
May  26, 1952,  and  determination  DA-147- 
Utah  of  the  Federal  Power  Commission 
issued  February  24,  1961,  it  is  ordered 
as  follows: 

1.  The  Executive  order  of  July  2,  1910, 
creating  Power  Site  Reserve  No.  34.  is 
hereby  revoked  so  far  as  it  affects  the 
following-described  lands: 

Salt  Lake  Meridian 
T.  26  S.,  R.  20  E.. 

Sec.  24.  lots  2.  3.  4,  Wy2NEy4.  SEV4NW>4, 
and  SEl^SE]4; 

Sec.25,Ey2NE>4. 

Aggregating  320.78  acres. 

2.  Until  10:00  a.m.,  on  September  26, 
1961,  the  State  of  Utah  shall  have  a  pre- 
ferr^  right  of  application  to  select  the 
lands  as  provided  by  subsection  (c)  of 
section  2  of  the  act  of  August  27,  1958 
(72  Stat.  928;  43  UJS.C.  851,  852) .  Dur¬ 
ing  this  period  the  State  may  also  apply 
for  the  reservation  to  it  or  to  any  of  its 
political  subdivisions,  of  any  of  the  lands 
required  for  rights-of-way  or  materials 
sites  in  accordance  with  the  provisions  of 
section  24  of  the  Federal  Power  Act. 
Thereafter  the  lands  will  not  be  subject 
to  disposition  imder  the  public  land  laws 
unless  and  until  it  is  so  provided  by  order 
of  an  authorized  officer  of  the  Bm’eau  of 
Land  Management. 

John  A.  Carver,  Jr., 
Assistant  Secretary  of  the  Interior. 

March  28,  1961. 

[F.R.  Doc.  61-2914:  Piled,  Apr.  3,  1961; 

8:45  a.m.] 


[Public  Land  Order  2314) 

[Colorado  030420] 

COLORADO 

Withdrawing  Lands  in  San  Juan  and 
Pike  National  Forests  for  Use  of 
Forest  Service  as  Recreation  and 
Picnic  Areas,  Campgrounds  and 
Administrative  Sites 

By  virtue  of  the  authority  vested  in 
the  President,  and  pursuant  to  Executive 
Order  No.  10355  of  May  26,  1952,  it  is 
ordered  as  follows: 

1.  Subject  to  valid  existing  rights,  and 
the  provisions  of  existing  withdrawals. 


the  following-described  public  lands  in 
the  national  forests  hereafter  named  are 
hereby  withdrawn  from  all  forms  of  ap¬ 
propriation  under  the  public  land  laws, 
including  the  mining  but  not  the  mineral 
leasing  laws  nor  disposals  of  materials 
under  the  act  of  July  31,  1947  (61  Stat. 
681;  30  UB.C.  601-604) ,  as  amended,  and 
reserved  for  use  of  the  Forest  Service, 
Department  of  Agriculture,  as  recreation 
and  picnic  areas,  campgrounds,  and  ad¬ 
ministrative  sites,  as  indicated: 

New  Mexico  Principal  Meridian 

a.  SAN  JUAN  NATIONAL  FOREST 

Wolf  Creek  Campground 
T.  37  N.,  R.  1  E., 

Sec.  16.  SW>4NW»4  and  Wy2SE»ANW»4. 
Williams  Lake  Recreation  Area 

T.  38  N.,  R.  3  W., 

Sec.  19,  lots  5, 7,  and  8; 

Sec.  30,  lot  2  and  Wi/j  of  lot  1. 

Vallecito  Campground 

T.  37  N.,  R.  3  W., 

Sec.  16.  lots  1  and  2. 

Columbine  Ranger  Station  and  Purgatory 
Campground 

T.  39  N.,  R.  9  W., 

Sec.  24,  SE^^SW^^  excepting  Mineral  Sur- 
,  vey  20762; 

Sec.  25,  W^^NE^^NW^4. 

The  areas  described  aggregate  356.59 
acres. 

Sixth  Principal  Meridian 
b.  PIKE  NATIONAL  FOREST 

Jarre  Canyon  Picnic  Ground 
T.  8  S..  R.  69  W.. 

Sec.  1,  S»4  of  lot  12,  and  Ny2  of  lot  13. 
Indian  Creek  Administrative  Site 

T.  8  S..  R.  69  W., 

Sec.  3,  lot  20. 

Devils  Head  Picnic  Ground 

T.  9  S..  R.  69  W.. 

Sec.  15,  NW14. 

Virgin’s  Bath  Overlook 

T.  9  S.,  R.  69  W.. 

Sec.  21,  Sy2SEl^NW»^.  NE>4SW«A.  and 

Ny2SE»Aswyi. 

Devils  Head  Lookout  Administrative  Site 
T.  9  S.,  R.  69  W.. 

Sec.  15,  Wy2SE^^SWl^,  WyjByaSEiASW^, 
and  Ey2Ey2SW»ASW»4; 

Sec.  22,  EyjNE'ANW^NWi^,  NW>4NE»4- 
NWV4,  and  Wi/zNEViNEViNW^. 

Rock  Springs  Campground 

T.  8  S.,  R.  69  W.. 

Sec.  34,  S*4  of  lot  8,  and  N*4  of  lot  9. 

Top  of  -the  World  Picnic  Ground 

T.  8  S.,  R.  70  W.. 

Sec.  5,  lots  5  and  12. 

Kelsey  Creek  Campground 

T,  8  S..  R.  70  W., 

Sec.  29,  NWl^NE^^  and  WyaNEViNEV;. 
Lone  Rock  Campground 
T.  9  S.,  R.  70  W., 

Sec.  21,  syaSW^NW^  and  NyaNW^4SW‘^. 

Wigwam  Campground 

T.  9  S.,  R.  70  W., 

Sec.  30,  lots  6  and  7. 


Bailey  Campground 

T.  7  S.,  R.  72  W., 

Sec.  30.  lot  5  and  W^SW^SI'A. 

Meridian  Campground  and  Camp  Rosalie 
Organization  Camp 

T.  6  S.,  R.  73  W., 

Sec.  15.  Ey2NW‘^SE%.  NEiASW^SE^. 

NWi4SEi4SS^,  S^SEV4SE%; 

Sec.  22,  E^NE^NE^. 

Deer  Creek  Campground 
X  6  S  R  73  W 

Sec.  21,  and  Wi4NEV4SE>4. 

Camp  Leslie  Deal  Organization  Camp 
X  7  S  R  73 

Sec.’ 25.  SE^’nei4SWiA  and  NW]4SE^. 
Chaseville  Picnic  Ground  &  Byers  Boys  Camp 

T.  7  S..  R.  74  W., 

Sec.  12;  W^SWJA. 

Lost  Park  Campground 
T.  9  S..  R.  73  W., 

Sec.  12,  NW>4NE%NW»^  and  NE^NW% 
NWJA. 

Geneva  Creek  Campground 

T.  6  S.,  R.  75  W., 

Sec.  13,NE>4NW»A. 

Gibson  Trail  Campground 

T.  6  S.,  R.  75  W., 

Sec.  30,  W»^  of  lot  14. 

Hall  Valley  Campground 

T.  6  S.,  R.  75  W.,  . 

Sec.  32,NW^SE«A. 

Lower  Michigan  Creek  Campground 

T.  8  S.,  R.  75  W.. 

Sec.  35,SW%SW>4. 

The  areas  described  aggregate  1144.82 
acres. 

2.  This  order  shall  be  subject  to  exist¬ 
ing  withdrawals  for  power  and  other 
purposes  so  far  as  they  affect  any  of  the 
lands  described,  and  shall  take  prece¬ 
dence  over  but  not  otherwise  affect  the 
existing  reservation  of  the  lands  for. 
national  forest  purposes.  ^ 

John  A.  Carver,  Jr., 
Assistant  Secretary  of  the  Interior. 

March  29. 1961. 

[F.R.  Doc.  61-2915;  Piled,'  Apr.  3,  1961; 
8:45  a.m.] 


(Public  Land  Order  2315] 

[70316] 

MONTANA 

Correcting  Public  Land  Order  No.  2290 

Public  Land  Order  No.  2290  of  March 
6,  1961,  published  in  the  Federal  Regis¬ 
ter  of  March  10,  1961,  restoring  lands 
to  tribal  ownership  for  use  and  benefit 
of  the  Blackfeet  Indian  Reservation,  is 
hereby  corrected  by  substituting  the 
words  “Blackfoot  Townsite”  for  the 
words  “Browning  Townsite”  wherever 
they  appear. 

John  A.  Carver,  Jr., 
Assistant  Secretary  of  the  Interior. 

March  29,  1961. 

[F.R.  Doc.  61-2916;  Piled,  Apr.  3,  1961; 
8:45  a'.m.] 
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[Public  Land  Order  2316] 

[Idaho  011740] 

IDAHO 

Opening  Lands  Subject  to  Section  24 
of  the  Federal  Power  Act 

1.  In  DA-526  Idaho  issued  September 
9,  1959,  the  Federal  Power  Commission 
determined  that  the  value  of  the  fol¬ 
lowing-described  lands  withdrawn  in 
Power  Site  Reserve  No.  8  of  July  2,  1910 
would  not  be  injured  or  destroyed  for 
purposes  of  power  development  by  lo¬ 
cation,  entry  or  selection  imder  the  pub¬ 
lic  land  laws,  subject  to  the  provisions 
of  section  24  of  the  Federal  Power  Act 
of  June  10,  1920  (41  Stat.  1075 ;  16  U.S.C. 
818)  as  amended: 

Boise  Meridian 

T.  17  N.  R.  21  E., 

Sec.  4.  lots  1, 4, 5,  7,  8,  9,  and  10; 

Sec.  8.  lots  2.  7. 8.  and  SW^^SW»^; 

Sec.  17,  lot  2  and  SW^^SE>^ ; 

Sec.  18,  lot  4: 

Sec.  20  lots  1, 8,  and  NEl^SEl^; 

Sec.  28,  lots  1  and  2; 

Sec.  29,  lots  3, 6,  7,  and  NE»^NW^^; 

Sec.  32.  lots  5  and  7. 

T.  18  N.,  R.  21  E., 

Sec.  3.  lot  6  and  NW V4SW»^ ; 

Sec.  9,  lot  1; 

Sec.  10,  lots  3  and  10; 

Sec.  15,  lot  5,  NE»^NEy4  and  WVaNW^; 

Sec.  21,  lot  2; 

Sec.27,NW%NW^^; 

Sec.  28,  lots  1,  3,  4,  5, 6,  7,  and  8; 

Sec.  33,  lots  1, 2, 4,  5,  7,  and  8. 

The  areas  described  aggregate  1640.59 
acres. 

2.  The  land  lies  in  scattered  parcels 
along  both  sides  of  the  Salmon  River 
between  Ellis  and  Salmon.  Some  con¬ 
sists  of  alluvial  bottom  area  but  most 
of  it  is  rocky  hillsides. 

3.  Subject  to  the  provisions  of  the 
said  section  24  of  the  Federal  Power  Act, 
the  lands  are  hereby  restored  to  opera¬ 
tion  of  the  public-land  laws,  subject  to 
valid  existing  rights  and  equitable 
claims,  the  requirements  of  applicable 
law,  rules,  and  regulations,  and  the  pro¬ 
visions  of  any  existing  withdrawals,  pro¬ 


vided  that  until  10:00  a.m.,  on  the  State 
of  Idaho  shall  have  a  preferred  right 
to  apply  to  select  the  lands  in  accord¬ 
ance  with  subsection  (c)  of  section  2  of 
the  Act  of  August  27,  1958  (72  Stat.  928; 
43  U.S.C.  851,  852).  During  this  period 
the  State  may  also  apply  for  the  res¬ 
ervation  to  it  or  to  any  of  its  political 
subdivisions  of  any  of  the  lands  required 
for  rights-of-way  or  materials  sites  in 
accordance  with  the  provisions  of  sec¬ 
tion  24  of  the  Federal  Power  Act,  supra. 

4.  The  lands  have  been  open  to  appli¬ 
cations  and  offers  under  the  mineral 
leasing  laws  and  to  location  under  the 
mining  laws  subject  to  the  provisions  of 
the  Act  of  August  11,  1955  (69  Stat.  682; 
30  U.S.C.  621). 

Inquiries  concerning  the  lands  should 
be  addressed  to  the  Manager,  Land  Of¬ 
fice,  Bureau  of  Land  Management,  Boise, 
Idaho. 

John  A.  Carver,  Jr., 
Assistant  Secretary  of  the  Interior. 

March  29,  1961. 

[P.R.  Doc.  61-2917;  Fled,  Apr.  3,  1961; 
8:46  a.m.] 

Title  50— WILDLIFE  AND 
FISHERIES 

Chapter  I — Bureau  of  Sport  Fisheries 
and  Wildlife,  Fish  and  Wildlife 
Service,  Department  of  the  Interior 

PART  33— SPORT  FISHING 

Minidoka  National  Wildlife  Refuge, 
Idaho 

The  following  special  regulation  is  is¬ 
sued  and  is  effective  on  date  of  publica¬ 
tion  in  the  Federal  Register. 

§  33.5  Special  regulations;  sport  fishing; 
for  individual  wildlife  refuge  areas. 

Idaho 

MINIDOKA  NATIONAL  WILDLIFE  REFUGE 

Sport  fishing  on  the  Minidoka  Na¬ 
tional  Wildlife  Refuge,  Idaho,  is  per¬ 


mitted  only  on  the  areas  designated  by 
signs  as  open  to  fishing.  This  open 
area,  comprising  14,000  acres  or  40  per¬ 
cent  of  the  total  area  of  the  refuge,  is 
delineated  on  a  map  available  at  the 
refuge  headquarters  and  from  the  office 
of  the  Regional  Director,  Bureau  of 
Sport  Fisheries  and  Wildlife,  1001 
Northeast  Lloyd  Boulevard,  Portland  8, 
Oregon. 

Sport  fishing  is  subject  to  the  follow¬ 
ing  conditions: 

(a)  Species  permitted  to  be  taken: 
All  species. 

(b)  Open  season:  4:00  a.m.  to  10:00 
p.m.,  April  5,  1961,  through  December 
31,  1961,  except  during  migratory  water- 
fowl  hunting  season. 

(c)  Daily  creel  limits:  Trout — ^not 
more  than  7  pounds  and  one  fish,  but  not 
to  exceed  15  pounds,  and  other  creel 
limits  for  minor  species  as  are  prescribed 
by  Idaho  State  Regulations. 

(d)  Methods  of  fishing: 

1.  Tackle.  One  line,  or  pole  and  line, 
in  hand  only. 

2.  Baits.  The  use  of  live  fish  for  bait 
is  prohibited. 

3.  Boats.  Boats  with  or  without 
motors  may  be  used  for  fishing  on  posted 
area  only  during  period  April  5  through 
September  30, 1961. 

(e)  Other  provisions: 

(1)  The  provisions  of’  this  special 
regulation  supplement  the  regulations 
which  govern  fishing  on  wildlife  refuge 
areas  generally  which  are  set  forth  in 
Title  50,  Code  of  Federal  Regulations, 
Part  33. 

(2)  A  Federal  permit  is  not  required 
to  enter  the  public  fishing  area. 

(3)  The  provisions  of  this  special 
regulation  are  effective  to  December  31, 
1961. 

Paul  T.  Quick, 
Regional  Director,  Bureau  of 
Sport  Fisheries  and  Wildlife. 

March  28, 1961. 

(F.R.  Doc.  61-2913;  Piled,  Apr.  3,  1961; 

8:45  a.m.] 
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DEPARTMENT  OF  THE  INTERIOR 

Office  of  Minerals  Exploration 
E  30  CFR  Part  301  1 

federal  assistance  in  financing 
explorations  for  mineral  re¬ 
serves 

Eligible  Minerals  or  Mineral  Products 
and  Government  Participation  in 
Exploration  Contracts 

Notice  is  hereby  given  that  puisuant 
to  the  authority  vested  in  the  Secretary 
of  the  Interior  by  Public  Law  85-701  (72 
Stat.  700)  it  is  proposed  to  amend  30 
CFR  301.3,  301.5,  and  301.9  as  set  forth 
below.  The  amendment  of  §  301.3  would 
add  to  the  list  of  mineral  commodities 
eligible  for  exploration  assistance  gold, 
silver,  iron  ore,  bismuth,  sulphur,  and 
tellurium,  which  are  considered  to  be 
vital  tothe  economy  of  the  United  States, 
and  would  permit  the  Government  to 
pay  up  to  75  percent  of  the  costs  au¬ 
thorized  in  exploration  assistance  con¬ 
tracts  for  certain  other  mineral  commod¬ 
ities  in  relatively  short  supply.  The 
amendment  of  §  301.5  would  add  Hawaii 
to  the  States  comprising  Region  II.  Sec¬ 
tion  301.9  would  be  amended  so  as  to 
conform  to  §  301.3  as  amended. 

It  is  the  policy  of  the  Department  of 
the  Interior  whenever  practicable  to  af¬ 
ford  the  public  an  opportunity  to  partici¬ 
pate  in  the  rule-making  process.  Ac¬ 
cordingly,  interested  persons  may  submit 
written  comments,  suggestions,  or  ob¬ 
jections  with  respect  to  the  proposed 
amendment  to  the  Office  of  Minerals  Ex¬ 
ploration,  Washington  25,  D.C.,  within 
thirty  days  of  the  date  of  publication  of 
this  notice  in  the  Federal  Register. 

Stewart  L.  Udall, 
Secretary  of  the  Interior. 

March  28, 1961. 

1.  Section  301.3  is  amended  to  read  as 
follows: 

§  301.3  Eligible  minerals  or  iiiiiioral 
products. 

(a)  The  minerals  or  mineral  products 
named  in  this  section  are  eligible  for 
Government  financial  assistance. 

(b)  The  Government  will  contribute 
75  percent  of  the  total  allowable  costs 
of  the  exploration  for  the  following  min¬ 
erals  or  mineral  products: 

Asbestos.  Manganese. 

Bauxite.  Mercury. 

Beryllium.  Mica  (strategic) . 

Chromite.  Nickel. 

Columbium.  Platinum  group  met- 

Corundum.  als. 

Diamond  (indus-  Quartz  crystal  (pie- 

trial).  zoelectric). 

Graphite  (crucible  Talc  (block  steatite) . 

flake ) .  Tantalum . 

Kyanite  (strategic).  Tin. 

(c)  The  Government  will  contribute 
50  percent  of  the  total  allowable  costs  of 
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the  exploration  for  the  following  min¬ 
erals  or  mineral  products: 

Antimony.  Monazite. 

Bismuth.  Rare  earths. 

Cadmium.  Rutile. 

Cobalt.  Selenium. 

Copper.  Silver. 

PTuorspar.  Sulphvir. 

Gold.  Tellvurlum. 

Iron  ore.  Thorliun. 

Lead.  Uranium. 

Molybdenum.  Zinc. 

(d)  In  the  case  of  a  combination  of 
the  minerals  or  mineral  products  named 
in  paragraphs  (b)  and  (c)  of  this  sec¬ 
tion,  the  Government  will  contribute 
62.5  percent  of  the  total  allowable  costs. 

§  301.5  [Amendment] 

2.  The  description  of  Region  II  in 
§  301.5  is  amended  to  read  as  follows: 

Region  II:  California,  Hawaii,  and 
Nevada — Office  of  Minerals  Exploration,  113 
Custom  House,  565  Battery  Street,  San 
Francisco  11,  California. 

3.  Section  301.9  is  amended  to  read 
as  follows: 

§  301.9  Government  participation. 

The  Government  will  contribute 
toward  the  total  allowable  costs  of  the 
exploration  specified  by  the  terms  of  the 
contract  at  the  rate  established  in 
§  301.3  for  the  minerals  or  mineral  prod¬ 
ucts  sought. 

IF.R.  Doc.  61-2918;  Filed,  Apr.  3,  1961; 
8:46  a.m.| 


DEPARTMENT  OF  AGRICULTURE 

Agricultural  Marketing  Service 

E  7  CFR  Part  914  1 

NAVEL  ORANGES  GROWN  IN  ARI¬ 
ZONA  AND  DESIGNATED  PART  OF 
CALIFORNIA 

Findings  and  Determinations  With  Re¬ 
spect  to  Continuation  of  Amended 
Marketing  Agreement  and  Order 

Puisuant  to  the  applicable  provisions 
of  Marketing  Agreement  No.  "117,  as 
amended,  and  Order  No.  14,  as  amended 
(7  CFR  Part  914),  and  the  applicable 
provisions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended 
(7  U.S.C.  601-674),  notice  was  given  in 
the  Federal  Register  on  February  24, 
1961  (26  F.R.  1632),  that  a  referendum 
would  be  conducted  among  the  growers 
who,  during  the  period  November  1, 
1959,  through  October  31,  1960  (which 
period  was  determined  to  be  a  repre¬ 
sentative  period  for  the  purpose  of  such 
referendum),  had  been  engaged;  in  the 
State  of  Arizona  and  that  part  of  the 
State  of  California  south  of  the  37th 
parallel  in  the  production  of  Navel 
oranges  for  market  to  determine  whether 
a  majority  of  such  growers  favor  the 


continuance  of  the  amended  marketing 
agreement  and  order. 

Upon  the  basis  of  the  results  of  the 
aforesaid  referendum,  which  was  con¬ 
ducted  during  the  period  March  1,  1961, 
through  March  14,  1961,  both  dates 
inclusive,  it  is  hereby  found  and  deter¬ 
mined  that  the  continuance  of  the  said 
marketing  agreement  and  order,  is 
favored  by  the  requisite  majority  of  such 
growers. 

Dated:  March  30, 1961. 

Charles  S.  Murphy, 
Acting  Secretary. 

1F.R.  Doc.  61-2948;  Piled,  Apr.  3,  1961; 

8:51  a.in.] 

[  7  CFR  Part  947  1 

[Docket  No.  AO-313-A1] 

MILK  IN  SUBURBAN  ST.  LOUIS 
MARKETING  AREA 

Decision  on  Proposed  Amendments 
to  Tentative  Marketing  Agreement 
and  to  Order 

Pursuant  to  the  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.S.C.  601  et  seq.) , 
and  the  applicable  rules  of  practice  and 
procedure  governing  the  formulation  of 
marketing  agreements  and  marketing 
orders  (7  CFR  Part  900),  a  public  hear¬ 
ing  was  held  at  East  St.  Louis,  Illinois, 
on  February  21,  1961,  pursuant  to  notice 
thereof  issued  on  February  14,  1961  (26 
F.R.  1410). 

Upon  the  basis  of  the  evidence  intro¬ 
duced  at  the  hearing  and  the  record 
thereof,  the  Deputy  Administrator,  Agri¬ 
cultural  Marketing  Service,  on  March  9, 
1961  (26  F.R.  2152;  F.R.  Doc.  61-2210) 
filed  with  the  Hearing  Clerk,  United 
States  Department  of  Agriculture,  his 
recommended  decision  containing  notice 
of  the  opportunity  to  file  written  excep¬ 
tions  thereto. 

Preliminary  statement.  The  hearing 
on  the  record  of  which  ttie  proposed 
amendments,  as  hereinafter  set  forth,  to 
the  tentative  marketing  agreement  and 
to  the  order,  were  formulated,  was  con¬ 
ducted  at  East  St.  Louis,  Illinois,  on 
February  21,  1961,  pursuant  to  notice 
thereof  which  was  issued  February  14, 
1961  (26  F.R.  1410). 

The  only  material  issue  on  the  record 
of  the  hearing  relates  to  permitting  clas¬ 
sification  as  Class  n  of  cream  shipped 
to  nonpool  plants  wherever  located  for 
manufacturing  purposes. 

Findings  and  conclusions.  The  fol¬ 
lowing  findings  and  conclusions  on  the 
material  issues  are  based  on  evidence 
presented  at  the  hearing  and  the  record 
thereof : 

The  present  order  provides  that  any 
skim  milk  or  butterfat  moved  more  than 
150  miles  from  certain  specified  points 
in  the  marketing  area,  or  more  than  50 
miles  from  a  pool  plant,  located  outside 
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the  marketing  area  and  beyond  the  150 
mile  zone,  shall  be  classified  as  Class  I. 

The  purpose  of  the  150  mile  limitation 
is  to  obviate  the  necessity  of  the  market 
administrator’s  traveling  unnecessarily 
great  distances  to  verify  the  utilization 
of  milk,  skim  milk,  or  cream  which  it  is 
reasonable  to  presume  has  been  utilized 
in  Class  I.  The  evidence  at  the  original 
hearing  indicated  that  there  were  ample 
facilities  within  the  150  mile  area  to 
utilize  all  the  reserve  supplies  of  the 
market.  It  was  further  shown,  that  be¬ 
cause  of  the  transportation  costs  in¬ 
volved,  it  was  impractical  to  move  milk 
or  skim  milk  any  greater  distance  for 
other  than  Class  I  utilization. 

Experience  since  the  order  became 
effective  has  demonstrated  that  there 
is  no  problem  with  respect  to  the  dis¬ 
position  of  needed  supplies  of  whole  milk 
or  skim  milk.  It  is  not  always  possible, 
however,  to  utilize  within  the  specified 
area  all  of  the  fat  contained  in  the  milk 
which  is  subject  to  regulation  and  it  is 
necessary  at  times  to  ship  some  butterfat 
to  nonpool  plants  outside  the  area  for 
processii^  into  butter  or  ice  cream. 

The  proponent  of  the  proposed 
amendment  operates  a  plant  which  is 
outside  the  marketing  area  and  approxi¬ 
mately  70  miles  from  the  nearest  basing 
point  described  in  the  order.  The  op¬ 
erator  of  this  plant  operates  several  ad¬ 
ditional  plants  in  northern  Illinois  where 
butterfat  is  manufactured  into  ice  cream 
or  butter.  Under  the  present  provision, 
butterfat  moved  to  these  plants  must 
be  classified  as  Class  I  because  of  the 
locality  of  the  plant,  even  though  it  is 
not  used  in  a  Class  I  product. 

Under  the  proposal  which  has  been 
recommended,  herein,  if  the  cream  is 
moved  without  Grade  A  certification,  if 
each  container  bears  a  tag  or  label  stat¬ 
ing  that  the  contents  are  for  manufac¬ 
turing  use  only  and  the  cream  is  invoiced 
as  suitable  for  manufacturing  use  only, 
such  cream  could  be  classified  as  Class 
n  if  the  market  administrator  is  given 
sufficient  notification  that  he  may  phys¬ 
ically  verify  that  these  requirements  are 
complied  with. 

Since  only  Grade  A  certified  cream 
may  be  disposed  of  for  fluid  use  under 
the  standards  of  the  State  of  Illinois  and 
of  most  of  the  commiuiities  in  neighbor¬ 
ing  Missouri,  cream  which  has  been  han¬ 
dled  in  the  manner  described,  can  be 
assumed  to  be  utilized  in  a  Class  II  prod¬ 
uct.  It  will  not  be  necessary  for  the 
market  administrator  to  travel  unneces¬ 
sary  distances  to  verify  the  utilization 
of  cream  which  may  not  be  utilized  in 
Class  I  at  the  point  of  destination. 

Rulings  on  proposed  findings  and 
conclusions.  Briefs  and  proposed  find¬ 
ings  and  conclusions  were  filed  on  be¬ 
half  of  certain  interested  parties.  These 
briefs,  proposed  findings  and  conclusions 
and  the  evidence  in  the  record  were 
considered  in  making  the  findings  and 
conclusions  set  forth  above.  To  the  ex¬ 
tent  that  the  suggested  findings  and 
conclusions  filed  by  interested  parties 
are  inconsistent  with  the  findings  and 
conclusions  set  forth  herein,  the  requests 
to  make  such  findings  or  reach  such 
conclusions  are  denied  for  the  reasons 
previously  stated  in  this  decision. 


General  findings.  The  findings  and 
determinations  hereinafter  set  forth  are 
supplementary  and  in  addition  to  the 
findings  and  determinations  previously 
made  in  connection  with  the  issuance  of 
the  aforesaid  order  and  all  of  said  pre¬ 
vious  findings  and  determinations  are 
hereby  ratified  and  affirmed,  except  in¬ 
sofar  as  such  findings  and  determina¬ 
tions  may  be  in  conflict  with  the  findings 
and  determinations  set  forth  herein. 

(a)  The  tentative  marketing  agree¬ 
ment  and  the  order,  as  hereby  proposed 
to  be  amended,  and  all  of  the  terms  and 
conditions  thereof,  will  tend  to  effectuate 
the  declared  policy  of  the  Act; 

(b)  The  parity  prices  of  milk  as  deter¬ 
mined  pursuant  to  Section  2  of  the  Act 
are  not  reasonable  in  view  of  the  price  of 
feeds,  available  supplies  of  feeds,  and 
other  economic  conditions  which  affect 
market  supply  and  demand  for  milk  in 
the  marketing  area,  and  the  minimum 
prices  specified  in  the  proposed  market¬ 
ing  agreement  and  the  order,  as  hereby 
proposed  to  be  amended,  are  such  prices 
as  will  reflect  the  aforesaid  factors,  insure 
a  sufficient  quantity  of  pure  and  whole¬ 
some  milk,  and  be  in  the  public  interest; 
and 

(c)  The  tentative  marketing  agree¬ 
ment  and  the  order,  as  hereby  proposed 
to  be  amended,  will  regulate  the  handling 
of  milk  in  the  same  manner  as,  and  will 
be  applicable  only  to  persons  in  the  re¬ 
spective  classes  of  industrial  and  com¬ 
mercial  activity  specified  in,  a  marketing 
agreement  upon  which  a  hearing  has 
been  held. 

Rulings  on  exceptions.  Only  one  ex¬ 
ception  was  filed  to  the  recommended 
decision.  It  stated  that  the  require¬ 
ment  of  48  hours  prior  notice  provided 
in  §  947.43(e)  (3)  could  work  a  hardship 
on  handlers  and  that  a  shorter  period  of 
notice  would  be  adequate.  After  further 
consideration  of  the  record  evidence  in 
the  light  of  this  exception,  it  is  con¬ 
cluded  that  the  period  required  for  notice 
should  be  changed  from  48  hours  to  24 
hours. 

Marketing  agreement  and  order.  An¬ 
nexed  hereto  and  made  a  part  hereof 
are  two  documents  entitled  respectively, 
“Marketing  Agreement  Regulating  the 
Handling  of  Milk  in  the  Suburban  St. 
Louis  Marketing  Area”,  and  “Order 
Amending  the  Order  Regulating  the 
Handling  of  Milk  in  the  Suburban  St. 
Louis  Marketing  Area”,  which  have  been 
decided  upon  as  the  detailed  and  ap¬ 
propriate  means  of  effectuating  the  fore¬ 
going  conclusions. 

It  is  hereby  ordered.  That  all  of  this 
decision,  except  the  attached  marketing 
agreement,  be  published  in  the  Federal 
Register.  'The  regulatory  provisions  of 
said  marketing  agreement  are  identical 
with  those  contained  in  the  order  as 
hereby  proposed  to  be  amended  by  the 
attached  order  which  will  be  published 
with  this  decision. 

Determination  of  representative  pe¬ 
riod.  The  month  of  January  1961  is 
hereby  determined  to  be  the  representa¬ 
tive  period  for  the  purpose  of  ascertain¬ 
ing  whether  the  issuance  of  the  attached 
order  amending  the  order  regulating  the 
handling  of  milk  in  the  Suburban  St. 
Louis  marketing  area,  is  approved  or 


favored  by  producers,  as  defined  under 
the  terms  of  the  order  as  hereby  pro¬ 
posed  to  be  amended,  and  who.  durii^ 
such  representative  period,  were  en¬ 
gaged  in  the  production  of  milk  for  sale 
within  the  aforesaid  marketing  area. 

Issued  at  Washington,  D.C.,  March 
29.  1961. 

Orville  L,  Freeman, 
Secretary. 

Order  ^  Amending  the  Order  Regulating 
the  Handling  of  Milk  in  the  Suburban 
St.  Louis  Marketing  Area 

§  947.0  Findings  and  determinations. 

The  findings  and  determinations  here¬ 
inafter  set  forth  are  supplementary  and 
in  addition  to  the  findings  and  deter¬ 
minations  previously  made  in  connection 
with  the  issuance  of  the  aforesaid  order 
and  all  of  said  previous  findings  and  de¬ 
terminations  are  hereby  ratified  and 
affirmed,  except  insofar  as  such  findings 
and  determinations  may  be  in  conflict 
with  the  findings  and  determinations  set 
forth  herein. 

(a)  Findings  upon  the  ba^is  of  the 
hearing  record.  Pursuant  to  the  provi¬ 
sions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 
U.S.C.  601  et  seq.),  and  the  applicable 
rules  of  practice  and  procedure  govern¬ 
ing  the  formulation  of  marketing  agree¬ 
ments  and  marketing  orders  (7  CFR 
Part  900) ,  a  public  hearing  was  held  upon 
certain  proposed  amendments  to  the 
tentative  marketing  agreement  and  to 
the  order  regulating  the  handling  of 
milk  in  the  Suburban  St.  Louis  market¬ 
ing  area.  Upon  the  basis  of  the  evidence 
introduced  at  such  hearing  and  the  rec¬ 
ord  thereof,  it  is  found  that: 

(1)  The  said  order  as  hereby 
amended,  and  all  of  the  terms  and  con¬ 
ditions  thereof,  will  tend  to  effectuate 
the  declared  policy  of  the  Act; 

(2)  The  parity  prices  of  milk,  as  de¬ 
termined  pursuant  to  section  2  of  the 
Act,  are  not  reasonable  in  view  of  the 
price  of  feeds,  available  supplies  of  feeds, 
and  other  economic  conditions  which 
affect  market  supply  and  demand  for 
milk  in  the  said  marketing  area,  and 
the  minimiun  prices  specified  in  the 
order  as  hereby  amended,  are  such  prices 
as  will  refleef  the  aforesaid  factors,  in¬ 
sure  a  sufficient  quantity  of  pure  and 
wholesome  milk,  and  be  in  the  public 
interest; 

( 3 )  The  said  order  as  hereby  amended, 
regulates  the  handling  of  milk  in  the 
same  manner  as,  and  is  applicable  only 
to  persons  in  the  respective  classes  of 
industrial  or  commercial  activity  spec¬ 
ified  in,  a  marketing  agreement  upon 
which  a  hearing  has  been  held. 

Order  relative  to  handling.  It  is  there¬ 
fore  order,  that  on  and  after  the  effec¬ 
tive  date  hereof,  the  handling  of  milk 
in  the  Suburban  St.  Louis  marketing 
area  shall  be  in  conformity  to  and  in 
compliance  with  the  terms  and  condi- 


*  This  order  shall  not  become  effective  un¬ 
less  and  until  the  requirements  of  §  900.14 
of  the  rules  of  practice  and  procedure  gov¬ 
erning  proceedings  to  formulate  marketing 
agreements  and  marketing  orders  have  been 
met. 
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tions  of  the  aforesaid  order,  as  hereby 
amended,  and  the  aforesaid  order  is 
hereby  amended  as  follows: 

1.  Amend  §  947.43(c)  by  inserting  at 
the  beginning  thereof  the  phrase:  “Ex¬ 
cept  as  provided  in  paragraph  (e)  of  this 
section”. 

2.  Amend  §  947.43(d)  by  inserting  at 
the  beginning  there  the  phrase:  “Ex¬ 
cept  as  provided  in  paragraph  (e)  of  this 
section”. 

3.  Amend  §  947.43  by  adding  a  para¬ 
graph  (e)  to  read  as  follows: 

(e)  As  Class  I  milk  if  moved  to  a  non¬ 
pool  plant  in  the  form  of  cream  unless 
the  handler: 

(1)  Claims  classification  as  Class  II 
milk; 

(2)  Establishes  that  (i)  such  cream 
was  transferred  without  Grade  A  certi¬ 
fication,  (ii)  each  container  was  tagged 
or  labeled  to  show  that  the  contents  was 
for  manufacturing  use  only,  and  (iii) 
the  shipment  was  invoiced  accordingly; 
and 

(3)  Affords  the  market  administrator 
at  least  24  hours  prior  notice  so  that  he 
may  verify  such  shipment. 

[P.R.  Doc.  61-2925;  Piled,  Apr.  3,  1961; 

8:47  ajn.] 
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MILK  IN  GREAT  BASIN  MARKETING 
AREA 

Decision  on  Proposed  Amendments 

to  Tentative  Marketing  Agreement 

and  to  Order 

Pursuant  to  the  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.S.C.  601  et  seq.), 
and  the  applicable  rules  of  practice  and 
procedure  governing  the  formulation  of 
marketing  agreements  and  marketing 
orders  (7  CFR  Part  900),  a  public  hear¬ 
ing  was  held  at  South  Salt  Lake  City, 
Utah,  on  May  10-12,  1960,  pursuant  to 
notice  thereof  issued  on  April  15,  1960 
(25P.R.  3420). 

Upon  the  basis  of  the  evidence  in¬ 
troduced  at  the  hearing  and  the  record 
thereof,  the  Deputy  Administrator, 
Agricultural  Marketing  Service,  on  De¬ 
cember  21,  1960  (25  F.R.  13787;  F.R,  Doc. 
60-12007)  filed  with  the  Hearing  Clerk, 
United  States  Department  of  Agriculture 
his  recommended  decision  containing 
notice  of  the  opportunity  to  file  written 
exceptions  thereto. 

The  material  issues  on  the  record  of 
the  hearing  relate  to: 

1.  Extension  of  the  marketing  area; 

2.  Limitation  of  diversion  to  nonpool  ' 
plants  by  a  cooperative  association; 

3.  Requirements  for  producer-han¬ 
dler  status; 

4.  Base-excess  pasunents  to  producers; 

5.  Classification  of  transfers  to  non- 
pool  plants; 

6.  Pool  plant  requirements; 

7.  Accounting  for  frozen  cream; 

8.  Shrinkage  allowance  on  milk  re¬ 
ceived  in  bulk  tanks  for  which  a  coopera¬ 
tive  association  is  the  handler; 

9.  Advance  payments  to  producers; 
and 


10.  Allocation  provisions  applicable  to 
receipts  of  packaged  sour  cream  priced 
imder  another  order. 

No  evidence  was  offered  with  respect 
to  a  proposal  in  the  hearing  notice  to 
modify  the  provisions  applicable  to 
plants  regulated  under  other  orders  op¬ 
erating  routes  in  the  marketing  area. 
The  record  presents  no  issue  with  respect 
to  this  proposal. 

Findings  and  conclusions.  Issues  4  and 

10  and  that  portion  of  issue  5  related  to 
the  distance  that  bulk  cream  may  be 
moved  for  manufacturing  use  as  Class 

11  milk  were  dealt  with  in  a  separate 
decision  issued  by  the  Acting  Secretary 
on  August  15,  1960  (25  F.R.  7998)  and 
by  amendment  to  the  order  issued  Au¬ 
gust  26,  1960  (25  PH.  8293).  The  fol¬ 
lowing  findings  and  conclusions  onvthe 
remaining  issues  are  based  on  evide^e 
presented  at  the  hearing  and  the  record 
thereof: 

1.  Marketing  area.  White  Pine  and 
Elko  Counties,  Nevada,  should  be  added 
to  the  marketing  area. 

Two  producer  associations  proposed 
that  the  area  be  extended  to  include  the 
northeastern  Nevada  counties  of  White 
Pine,  Elko,  and  Eureka.  These  counties 
are  contiguous  to  the  Great  Basin  mar¬ 
keting  area  and  cover  30,202  square  miles 
with  a  total  population  (1960  census)  of 
22,586.  The  chief  centers  of  population, 
the  cities  of  Elko  and  Ely  are  each  ap¬ 
proximately  225  miles  from  Salt  Lake 
City.  Eureka  County,  with  an  area  of 
4,182  square  miles,  has  a  population  of 
less  than  800  people. 

Four  handlers  regulated  under  the 
Great  Basin  order  and  two  Nevada  han¬ 
dlers  distribute  milk  in  these  counties. 
The  plants  of  the  Nevada  handlers  are 
located  at  Genoa  and  Reno  in  western 
Nevada,  more  than  300  miles  from  Elko 
and  Ely.  In  1959  sales  of  the  Great 
Basin  handlers  in  these  three  counties 
were  3.7  million  pounds.  For  March 
1960,  these  handlers  reported  sales  of 
34,377  gallons  (295,642  pounds)  to  the 
Nevada  Dairy  Ck)mmission.  Based  on 
such  reports  56  percent  of  total  sales  in 
the  area  were  by  Great  Basin  handlers 
and  44  percent  by  Nevada  handlers. 
Based  on  estimated  population  and  per 
capita  sales  proponents  claimed  that 
their  1959  sales  represented  70  percent 
of  total  sales.  Annual  sales  of  the  Utah 
dealers  declined  11  percent  in  volume 
from  1955  to  1959. 

While  sales  volumes  of  Great  Basin 
handlers  have  declined  those  of  Nevada 
dealers  have  increased  as  have  total 
sales.  In  1955  Nevada  plant  sales  were 
exclusively  from  a  local  plant  in  Ely 
which  is  no  longer  in  operation.  When 
this  plant  ceased  operation  in  1959  the 
Genoa  plant  took  over  its  distribution 
and  expanded  its  sales  in  these  counties. 

The  Great  Basin  producer  associations 
assert  that  Nevada  handlers  enjoy  cer¬ 
tain  competitive  procurement  advan¬ 
tages  due  to  the  fact  that  they  purchase 
milk  solely  on  butterfat  value.  Under 
this  system  no  value  is  allocated  to  skim 
milk  and  the  raw  material  cost  of  skim 
milk  drinks  and  buttermilk.  Class  I  prod¬ 
ucts  under  the  Great  Basin  order,  is 
very  low. 

The  real  issue,  however,  is  not  so  much 
competitive  procurement  advantage  as 


the  danger  that  certain  Great  Basin 
handlers  now  serving  these  coimties  may 
find  it  attractive  to  establish  separate 
processing  plants  for  these  Nevada  sales 
or  transfer  such  sales  to  already  existing 
unregulated  plants.  Differences  in 
Nevada  and  Utah  inspection  require¬ 
ments  have  existed  for  years.  Nevada 
requires  certain  barn  and  milkhouse 
construction  features  not  required  by 
Utah  or  the  U.S.  Public  Health  Service 
Code.  Until  recently  Nevada  authorities 
have  permitted  separate  processing  of 
milk  from  Nevada  approved  farms  for 
Nevada  sales.  They  had,  at  the  time 
of  the  hearing,  established  a  September 
1960  deadline  by  which  plants  processing 
milk  for  sale  in  Nevada  could  receive 
milk  only  from  producers  meeting 
Nevada  requirements. 

Costs  of  remodeling  existing  facilities 
of  all  producers  supplying  the  four  plants 
selling  in  this  area  were  claimed  to  be 
prohibitive.  Testimony  of  Nevada  health 
authorities  indicated  that  they  had  dis¬ 
cussed  with  Great  Basin  handlers  the 
handling  of  Nevada  milk  in  segregated 
plants.  Such  plants  would  not  engage 
in  sales  in  the  present  marketing  area, 
hence  the  value  of  their  sales  would  be 
lost  to  the  pool.  While  certain  Nevada 
qualified  producers  might  be  transferred 
to  such  plants,  the  pool  would  continue 
to  bear  the  burden  of  surplus,  equal 
sharing  of  which  was  one  of  the  principal 
objectives  sought  by  the  order. 

The  Nevada  counties  of  Elko  and  White 
Pine  represent  a  substantial  area  of  sales 
by  dealers  regulated  under  the  order.  In 
fact,  more  than  70  percent  of  the  total 
Class  I  disposition  in  those  coimties  is 
milk  of  Utah  plant  operators  regulated 
under  the  order.  These  Utah  plant  op¬ 
erators  have  an  established  and  substan¬ 
tial  interest  in  the  Nevada  area  and  are 
the  primary  distributors  in  that  area. 
Failure  to  include  these  Nevada  counties 
in  the  marketing  area  definition,  would 
continue  to  place  the  regulated  Utah 
handlers,  and  hence  regulated  milk,  at  a 
serious  potential  competitive  disadvan¬ 
tage  with  unregulated  milk  in  that  area. 

The  entire  marketing  area  as  defined 
under  the  amended  ordef  constitutes  a 
single  market  regulated  by  health  ordi¬ 
nances  generally  similar  in  scope  and 
enforcement  and  constitutes  a  practical 
unit  for  regulation.  It  is  recognized  that 
the  impetus  for  and  the  starting  point  of 
regulation  under  Order  No.  63  is  the  reg¬ 
ulation  of  the  marketing  of  milk  in  the 
principal  population  centers  of  the  pres¬ 
ently  defined  Great  Basin  area.  Such 
starting  point  for  regulation  results  in 
the  identification  of  the  primary  han¬ 
dlers  and  the  milk  to  be  regulated.  In 
order  to  insure  market  stability  and  or¬ 
derly  marketing  conditions  for  that  milk, 
it  is  necessary  to  include  in  the  market¬ 
ing  area  all  those  places  where  such  milk 
constitutes  at  least  a  substantial  per¬ 
centage  of  the  fiuid  milk  market.  Utah 
handlers  already  regulated  under  the 
order  constitute  the  primary  source  of 
fiuid  milk  in  the  two  counties  in  Nevada. 
Regulated  handlers  and  milk  are  closely 
associated  with  the  two  Nevada  counties. 
Moreover,  cheaper  milk  to  unregulated 
handlers  who  also  operate  under  their 
own  pasrment  plans  to  dairy  farmers 
without  the  usual  checks  and  supervision 
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of  the  operations  of  regulated  handlers 
clearly  poses  a  potential,  if  not  an  actual 
threat  to  the  ability  of  the  regulated 
Utah  handlers  and  milk  to  compete  in 
the  Nevada  counties  absent  regulation  of 
such  coxmties.  The  record  clearly  shows 
the  potential,  if  not  the  actual,  threat  to 
orderly  marketing  by  the  continued  ex¬ 
clusion  of  the  Nevada  counties  from 
regulation. 

One  Nevada  plant  from  which  milk  is 
sold  in  these  coimties  clearly  would  not 
qualify  as  a  pool  plant  since  substantial¬ 
ly  less  than  10  percent  of  the  total  route 
disposition  of  the  plant  is  in  Elko  and 
White  Pine  Counties.  Sales  from  the 
other  plant  in  these  coimties  appear  to 
be  approximately  10  percent  of  the  total 
sales  of  such  plant.  Adjustment  of  the 
pooling  requirement  from  10  to  15  per¬ 
cent  of  a  plant’s  total  route  disposition  is 
appropriate  to  avoid  alternate  pool  and 
nonpool  status  for  such  plant.  Such 
change  will  not  affect  the  status  of  any 
plant  now  pooled. 

Elko,  Nevada,  should  be  added  as  a 
point  from  which  distance  is  measured  to 
determine  location  adjustments  to  han¬ 
dlers  and  producers. 

As  a  result  of  exceptions  received  to  the 
recommended  decision,  further  consid¬ 
eration  has  been  given  to  the  obligations 
of  handlers  whose  distribution  in  the 
marketing  area  may  not  be  sufficient  to 
qualify  these  plants  for  pool  status.  The 
operator  of  such  a  plant  should  have  the 
option  of  paidng  the  compensatory  pay¬ 
ment  presently  provided  in  the  order  on 
the  volume  of  his  sales  in  the  marketing 
area  or  of  comparing  the  classified  value 
of  his  milk  receipts  with  the  aggregate 
payments  made  to  the  dairy  farmers 
supplying  him.  Under  this  option  he 
would  be  required  to  pay  to  the  pool  any 
amount  by  which  the  value  of  his  milk 
at  class  prices  of  the  order  exceeds  the 
pasmients  to  dairy  farmers.  This  option 
should  be  provided  all  nonpool  handlers. 

Partially  regulated  handlers  operating 
nonpool  plants  who  use  this  option  will 
enjoy  no  competitive  price  advantage 
over  fully  regulated  handlers,  since  their 
total  minimum  obligation  for  milk  will 
be  determined  in  exactly  the  same  way 
as  for  fully  regulated  handlers.  Neither 
will  the  opportunity  to  pay  the  full 
use  value  of  their  milk  to  the  producers 
supplying  them  be  a  disruptive  factor 
in  this  market.  There  is  no  substantial 
overlapping  of  procurement  area  with 
present  or  potential  nonpool  operations 
likely  to  have  higher  utilization  than  the 
average  of  the  Great  Basin  market. 

Handlers  whose  obligations  are  deter¬ 
mined  by  comparison  of  pasmients  with 
use  value  should  be  required  to  pay  the 
same  administrative  expense  as  though 
their  plants  were  fully  regulated.  Com¬ 
plete  verification  of  receipts,  utilization 
and  payments  is  required  for  this  com¬ 
parison.  Nonpool  handlers  who  elect  to 
pay  the  compensatory  payments  present¬ 
ly  provided  will  continue  to  have  their 
administrative  assessment  computed  on 
the  volume  of  their  Class  I  sales  in  the 
marketing  area. 

Detailed  exceptions  were  filed  by  vari¬ 
ous  organizations  of  Nevada  producers. 
Such  groups  objected  to  inclusion  of 
these  counties  in  the  Great  Basin  mar¬ 


keting  area  partly  on  the  basis  that  as 
producers  under  the  order  they  would 
bear  part  of  the  costs  of  its  administra¬ 
tion.  be  reqimed  to  equalize  returns  with 
Utah  producers  under  the  marketwide 
pool  of  the  order  and  be  subject  to 
deductions  for  marketing  services. 
Producers  bear  no  expense  of  adminis¬ 
tration  of  Federal  milk  orders.  Under 
the  pool  plant  standards  adopted  herein 
it  is  not  expected  that  either  of  the 
Nevada  plants  selling  in  the  area  will 
qualify  as  a  pool  plant.  The  dairy 
farmers  supplying  such  nonpool  plants 
will  not  become  producers  under  the 
order,  thus  their  milk  will  not  be  pooled, 
nor  will  they  receive  or  be  charged  for 
marketing  services.  One  small  group  of 
Nevada  producers  presently  deliver  their 
milk  to  a  Utah  plant  which  is  a  pool 
plant  by  virtue  of  sales  in  the  presently 
defined  area,  and  are  now  producers 
under  the  order.  Any  change  in  the 
marketing  area  will  affect  these  pro¬ 
ducers  only  to  the  same  extent  as  all 
other  producers  suppl3ring  pool  plants. 

2.  Limitation  of  diversion  hy  a  cooper¬ 
ative  association.  A  cooperative  associa¬ 
tion  should  not  be  limited  with  respect 
to  the  percentage  of  its  milk  diverted 
to  nonpool  plants. 

Three  producer  cooperatives  proposed 
that  the  order  be  amended  so  as  to  limit 
the  quantity  of  milk  that  a  cooperative 
may  divert  as  producer  milk  to  a  non¬ 
pool  plant.  Specifically,  they  proposed 
that  the  percentage  of  a  cooperative’s 
milk  which  is  utilized  as  Class  I  by  pool 
handlers  and  at  nonpool  plants  should 
be  at  least  50  percent  in  the  months  of 
August  through  March  and  40  percent 
in  other  months.  Proponents  contended 
that  this  woifid  protect  the  Great  Basin 
market  in  the  event  that  a  cooperative 
association,  through  the  diversion  privi¬ 
lege  afforded  it.  should  include  the  re- 
seiwe  supply  of  another  market  in  the 
Great  Basin  pool  without  adding  the 
Class  I  sales  of  the  other  market. 

In  effect,  the  proposal  would  extend 
to  cooperative  associations  performance 
standards  which  are  similar  to  those  re¬ 
quired  of  pool  plants  distributing  pack¬ 
aged  milk  in  the  marketing  area.  Per¬ 
formance  standards  are  required  of  pool 
plants  to  assure  that  only  those  plants 
which  supply  milk  for  fluid  consump¬ 
tion  in  the  market  may  pool  their  sales. 
’Thus,  the  dairy  farmers  supplying 
such  plants  share  in  the  marketwide 
equalization. 

In  the  interest  of  efficient  marketing 
of  milk,  the  reserve  supply  of  milk  for 
pool  plants  is  allowed  to  go  directly  to 
manufacturing  plants  rather  than  to  re¬ 
quire  it  to  be  transported  to  distributing 
plants  to  be  pooled.  This  is  accom¬ 
plished  by  allowing  handlers  to  divert 
the  milk  for  their  account  and  also  by 
allowing  a  cooperative  association  to  di¬ 
vert  milk  not  needed  by  pool  plants  to 
nonpool  plants  by  assuming  the  respon¬ 
sibility  for  accounting  and  pooling  such 
milk. 

Although  milk  which  is  diverted  by  a 
cooperative  association  is  not  covered  by 
the  performance  requirements  which  a 
pool  plant  must  meet,  it  is  subject  to 
the  performMice  requirements  placed  on 
individual  producers,  which  assures  their 


association  with  the  market  in  order  to 
share  in  the  marketwide  equalizaUcm. 
This  requirement  is  that  during  any 
month  at  least  one-third  of  a  producer’s 
milk  must  be  received  at  pool  plants. 

There  is  no  evidence  that  the  present 
performance  requirements  of  the  order 
will  not  adequately  protect  the  pool,  if 
the  present  provisions  are  inadequate,  it 
would  probably  be  more  feasible  to  mod* 
ify  them  rather  than  to  add  the  proposed 
provisions.  It  is  concluded  that  no 
change  should  be  made  at  this  time  to 
limit  diversion  by  cooperatives. 

3.  Requirements  for  producer -handler 
status.  The  definition  of  producer-han¬ 
dler  should  be  revised  so  as  to  limit  the 
amount  of  milk  a  producer-handler  may 
receive  other  than  his  own  production. 
Also  the  qualification  for  ownership  of  a 
producer-handler  operation  shoiUd  be 
clarified. 

Producer  associations  proposed  that 
producer-handlers  lose  their  status  as 
such  and  become  fully  regulated  han¬ 
dlers  if  they  receive  any  milk  other  than 
their  own  farm  production.  The  asso¬ 
ciation  witness  contended  that  any  pro¬ 
ducer-handler  could  gain  a  competitive 
advantage  over  other  handlers  and  dis¬ 
rupt  the  market  by  disposing  of  all  his 
own  production  as  Class  I  milk  and  sup¬ 
plement  such  production  with  milk  either 
from  pool  plants  or  diverted  directly 
from  other  producers,  as  is  now  provided 
under  the  order.  In  such  a  situation 
producers  who  ship  to  pool  plants  carry 
the  seasonal  reserve  associated  with  the 
Class  I  sales  of  the  producer-handler 
without  sharing  in  the  Class  I  sales  of 
the  producer-handler’s  own  production. 

Basically  the  competitive  advantage 
of  a  producer-handler  lies  in  the  margin 
between  the  Class  I  and  uniform  prices 
in  the  market.  In  his  capacity  as  a 
handler  he  competes  in  the  retail  market 
with  regulated  handlers  and  as  a  pro¬ 
ducer  the  alternative  value  of  his  milk 
is  the  uniform  price  paid  producers. 
Thus,  there  is  an  incentive  to  obtain 
producer-handler  status  when  a  Class  I 
utilization  above  that  existing  under  the 
order  can  be  maintained  and  to  pool 
his  milk  when  his  Class  I  utilization  dips 
below  the  market  average. 

Large  operations  which  receive  milk 
from  their  own  farm  production  and  rely 
on  other  handlers  for  substantial  sup¬ 
plemental  supplies,  either  in  bulk  or 
packaged  form,  are  not  significally  dif¬ 
ferent  from  the  operations  of  regular 
handlers.  In  addition,  such  individuals 
do  not  assume  the  risk  or  cost  of  pro¬ 
viding  a  full  supply.  If  they  are  ac¬ 
corded  producer-handler  status,  the  pool 
does  not  receive  the  benefits  of  Uieir 
Class  I  sales  but  acts  as  a  supply  balance 
and  carries  the  reserve  supplies  neces¬ 
sary  for  their  operation. 

It  is  concluded  that  a  producer-han¬ 
dler  should  rely  on  his  own  production 
so  as  to  carry  his  own  share  of  the  risk 
and  cost  of  providing  an  adequate  supply 
for  his  customers.  However,  a  producer- 
handler  would  not  be  in  a  position  to 
make  the  producers  who  ship  milk  to 
pool  plants  responsible  for  bearing  the 
burden  of  the  reserve  milk  supply  asso¬ 
ciated  with  his  Class  I  sales  if  he  were 
allowed  to  make  small  purchases  to  meet 
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emergencies.  Therefore,  it  is  further  - 
concluded,  that  a  producer-handler 
should  be  permitted  during  any  month 
to  purchase  from  pool  plants  an  amount 
of  equal  to  not  more  than  the  larger 
of  five  percent  of  his  Class  I  sales,  or  100 
pounds  on  a  daily  average  basis  without 
losing  his  status  as  a  producer-handler. 

Since  the  exemption  of  pooling  own 
farm  production  provides  an  incentive 
for  individuals  to  attain  producer-han¬ 
dler  status,  it  is  necessary  to  preclude 
certain  devices  which  may  be  used  to  cir¬ 
cumvent  the  intent  of  the  order  provi¬ 
sions.  Producers  proposed  that  the 
wording  of  the  order  be  made  more  ex¬ 
plicit  so  as  to  bring  under  regulation  op¬ 
erations  which  attempt  to  masquerade 
as  those  of  producer-handlers  through 
leases  with  limited  risk  or  by  restricted 
partnerships.  The  order  should  provide 
that  a  producer-handler  operation  be 
limited  to  individuals,  partnerships,  and 
corporations.  A  partnership  or  corpora¬ 
tion  should  make  available  to  the  market 
administrator  its  articles  of  partnership 
or  incorporation  so  he  may  assure  him¬ 
self  that  all  of  the  producer-handler’s 
operation  is  organized  and  run  as  a  sin¬ 
gle  unit  without  restrictions  or  limita¬ 
tions.  The  producer-handler  should 
have  the  complete  risk  and  financial  re¬ 
sponsibility  for  the  entire  producer-han¬ 
dler  operation- 

inclusion  of  the  aforementioned  re¬ 
quirements  in  the  producer-handler  def¬ 
inition  should  give  greater  assurance 
that  no  operation  will  be  exenjpt  from 
pooling  its  own  farm  production  or  shar¬ 
ing  its  Class  I  sales  to  the  detriment  of 
producers  or  the  effectiveness  of  the 
order. 

Producer  associations  proposed  that  if 
a  person  failed  to  qualify  as  a  producer- 
handler  during  any  month  he  should  not 
be  allowed  to  regain  such  status  until 
12  months  later.  The  proponept  witness 
contended  that  such  a  provision  was 
needed  to  prevent  producer -handlers 
from  relying  on  pool  sources  of  milk  to 
carry  the  necessary  reserve  supplies 
associated  with  the  producer-handler 
operation  throughout  the  entire  year. 
Without  such  a  provision  it  would  be 
possible  for  a  producer-handler  to 
become  a  pool  plant  during  the  months 
when  additional  supplies  are  needed  and 
operate  as  a  producer-handler  at  times 
when  his  production  is  adequate  to  meet 
the  needs  of  his  customers.  Such  per¬ 
formance  would  depend  upon  the  sea¬ 
sonality  of  the  producer-handlers  own 
production  and/or  his  Class  I  sales. 

The  evidence  does  not  indicate  that 
producer-handlers  are  performing  in 
such  manner  or  that  there  existed 
suflacient  seasonality  in  their  production 
or  sales  to  indicate  that  it  was  imminent. 
In  addition,  if  such  a  provision  were 
included  in  the  order  it  would  result  in 
the  cancellation  of  producer-handler 
status  for  12  months  regardless  of  the 
reason  for  failing  to  qualify.  In  view  of 
the  above  considerations  it  is  deemed 
that  such  a  provision  is  not  warranted 
at  this  time. 

5.  Classification  of  transfers  to  non- 
pool  plants.  The  transfer  provisions  of 
the  order  should  be  amended  to  assure 
equitable  classification  of  milk  trans¬ 


ferred  to  nonpool  plants.  The  present 
provisions  6f  the  order  do  not  give  ade¬ 
quate  assurance  that  milk  transferred  to 
a  nonpool  plant  as  Class  n  is  not  needed 
by  such  plant  for  Class  I  purposes.  This 
could  happen  in  a  plant  which  has  both 
Class  I  distribution  and  manufacturing 
and  its  Class  I  distribution  is  greater 
than  the  receipts  from  its  regular  pro¬ 
ducers.  Thus,  it  might  utilize  some  of 
the  transferred  milk  purportedly  utilized 
in  manufacturing  for  its  Class  I  uses, 
while  manufacturing  receipts  of  unin¬ 
spected  milk. 

Producers  proposed  that  the  transfer 
provision  should  be  amended  to  provide 
that  milk,  skim  milk,  and  cream  trans¬ 
ferred  or  diverted  to  nonpool  plants 
within  525  miles  of  Salt  Lake  City  be 
Class  n.only  if  the  fiuid  milk  products 
disposed  of  from  the  nonpool  plant  do 
not  exceed  the  receipts  of  skim  milk  and 
butterfat  in  milk  received  during  the 
month  from  dairy  farmers  directly  sup¬ 
plying  such  plant.  If  the  Class  I  disposi¬ 
tion  of  the  nonpool  plant  exceeds  the 
receipts  from  dairy  farmers  regularly 
supplying  such  plant,  it  was  proposed 
that  the  difference  should  be  assigned  to 
the  fiuid  milk  products  transferred  or 
diverted  from  a  pool  plant  and  classified 
as  Class  I  milk.  If  transfers  or  diver¬ 
sions  to  a'  nonpool  plant  were  made  dur¬ 
ing  the  month  from  two  or  more  pool 
plants,  it  was  proposed  that  any  Class  I 
credit  should  be  divided  pro  rata.  Like¬ 
wise,  provision  was  proposed  to  prorate 
available  Class  I  utilization  with  trans¬ 
fers  from  plants  regulated  under  other 
orders. 

This  method  of  classifying  transfers 
and  diversions  from  pool  plants  to  non¬ 
pool  plants  accords  equitable  treatment 
to  Great  Basin  order  handlers  and  gives 
appropriate  recognition  to  handlers  in 
other  regulated  markets  in  the  classifica¬ 
tion  of  milk  transferred  to  a  common 
honpool  plant.  Giving  priority  to  re¬ 
ceipts  from  dairy  farmers  supplying 
Grade  A  milk  directly  to  a  nonpool  plant 
recognizes  that  they  are  the  regular  and 
dependable  source  of  supply  of  milk  for 
fiuid  use  at  such  plant.  This  method  of 
classification  will  safeguard  the  primary 
functions  of  the  transfer  provision  of 
the  order  by  promoting  orderly  disposal 
of  reserve  supplies  and  by  assuring  that 
shipments  to  nonpool  plants  will  be  clas¬ 
sified  in  an  equitable  manner. 

6.  Pool  plant  requirements.  The  defi¬ 
nition  of  pool  plant  should  be  modified 
by  eliminating  the  inclusion  of  milk  re¬ 
ceived  from  nonpool  supply  plants  in  de¬ 
termining  the  percentage  requirements 
for  qualification  as  a  pool  plant.  The 
Weber  Central  Dairy  Association  receives 
incidental  shipments  of  milk  from  non¬ 
pool  plants  for  disposal  in  manufactured 
milk  products.  The  association  proposed 
that  these  shipments  not  be  included  in 
the  receipts  used  for  the  purpose  of  de¬ 
termining  its  pool  plant  status.  This 
would  enable  the  association  to  continue 
using  its  plant  as  an  outlet  for  the  re¬ 
serve  supplies  of  other  markets  for  con-' 
version  to  manufactured  products  with¬ 
out  jeopardizing  its  status  as  a  pool  plant 
under  the  Great  Basin  order.  Changing 
the  pool  plant  definition  as  herein  rec¬ 
ommended  would  include  for  this  pur¬ 


pose  only  those  receipts  which  are  the 
regular  and  dependable  supply  for  the 
market  in,  the  determination  require¬ 
ments  for  maintaining  pool  plant  status. 

i.  Classification  and  accounting  for 
frozen  cream.  No  change  should  be 
made  in  the  classification  and  accovmt- 
ing  of  frozen  cream  under  the  Great 
Basin  order. 

The  Great  Basin  order  provides  that 
the  skim  milk  and  butterfat  used  to  pro¬ 
duce  frozen  cream  be  assigned  to  Class  n 
use.  Producers  proposed  that  since  there 
is  no  such  product  produced  or  sold  in 
the  market,  the  references  to  it  should  he 
deleted  from  the  order.  They  contended 
that  such  an  amendment  would  preclude 
the  possibility  of  selling  frozen  cream  to 
consumers  in  competition  with  fiuid 
cream. 

When  frozen  cream  is  produced  it  is 
normally  stored  for  future  use  in  ice 
cream  or  butter,  which  are  Class  n  prod¬ 
ucts  under  the  Great  Basin  order. 
There  is  no  evidence  that  frozen  cream 
has  been  sold  directly  to  consumers. 

Under  the  order  any  frozen  cream  that 
might  be  produced  and  placed  into  stor¬ 
age  would  be  Class  n  disposition.  At 
such  time  as  the  frozen  cream  is  taken 
out  of  storage  to  be  used  in  another  prod¬ 
uct  it  would  be  treated  as  other  source 
milk. 

In  view  of  the  aforementioned  consid¬ 
eration,  it  is  concluded  that  there  is  no 
justification  for  changing  the  order  pro¬ 
visions  pertaining  to  frozen  cream. 

8.  Shrinkage.  The  shrinkage  allow¬ 
ance  should  be  modified  so  as  to  permit 
a  handler  to  receive  all  of  the  shrinkage 
associated  with  bulk  tank  milk  for  which 
a  cooperative  association  elects  to  be¬ 
come  the  handler  if  the  handler  receiv¬ 
ing  such  milk  regularly  accepts  such 
milk  on  the  basis  of  weights  taken  at 
the  farm. 

The  order  provides  that  shrinkage  not 
exceed  2  percent  on  producer  milk  and 
1  Vz  percent  on  bulk  tank  lots  of  milk  re¬ 
ceived  from  other  handlers.  In  effect 
0.5  percent  shrinkage  is  allotted  for  the 
assembly  of  milk  from  farms  and 
percent  for  processing  and  distribution. 

A  cooperative  association  may  be  the 
handler  for  milk  of  its  members  which  it 
delivers  from  the'  farm  to  the  pool  plant 
of  another  handler  in  a  tank  truck  owned 
and  operated  by,  or  imder  contract  to, 
such  cooperative  association.  Thus,  the 
cooperative  performs  the  function  of 
assembling  the  milk;  accordingly  any 
shrinkage  associated  with  this^  fimction 
should  not  normally  be  passed  on  to  the 
handler  whose  plant  receives  the  milk. 
However,  if  the  handler  elects  to  use  the 
weights  taken  at  the  farm  he  should  be 
afforded  the  same  shrinkage  allowance 
as  is  provided  for  producer  milk,  since 
the  volume  for  which  he  has  to  account 
is  the  same  as  that  for  producer  milk. 

The  only  difference  would  be  that  the 
cooperative  is  responsible  for  reporting 
the  amount  of  such  milk.  It  is  there¬ 
fore  concluded,  that  the  operator  of  the 
pool  plant  should  receive  the  entire  2 
percent  shrinkage  allowance  if  he  noti¬ 
fies  the  market  administrator  in  ^vance 
that  he  is  purchasing  such  milk  from 
the  cooperative  association  on  the  basis 
of  farm  weights. 
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Since  the  limits  on  allocated  shrink¬ 
age  are  only  applied  to  bulk  receipts, 
the  order  should  be  modified  to  provide 
that  shrinkage  be  prorated  only  to  bulk 
receipts. 

9.  Advance  payments  to  producers. 
The  order  should  provide  for  an  ad¬ 
vance  pasonent  for  producer  milk  re¬ 
ceived  during  the  first  half  of  each 
month. 

The  Great  Basin  order  provides  that 
producers  be  i>aid  by  the  17th  of  each 
month  for  milk  delivered  during  the 
previous  month.  However,  the  his¬ 
toric  practice  in  this  market  has  been 
to  pay  producers  twice  a  month  for  milk 
received  from  them  and  producers  pro¬ 
posed  that  the  order  provide  for  an 
advance  payment  to  assure  the  continu-' 
ation  of  the  practice  in  the  market. 

Specifically,  producers  proposed  that 
for  producer  milk  received  during  the 
first  15  days  of  the  month,  handlers  pay 
one-half  of  the  amoimt  paid  such  pro¬ 
ducers  during  the  preceding  month  less 
autliorized  deductions.'  This  method 
would  in  many  instances  result  in  a  pay¬ 
ment  which  is  in  excess  of  the  amount 
otherwise  due  producers.  For  example, 
it  would  result  in  an  overpayment  to  pro¬ 
ducers  who  do  not  ship  for  the  full  15 
days  as  well  as  on  occasions  when  pro¬ 
duction  or  prices  are  lower  than  the  pre¬ 
vious  month.  Nor  would  it  adequately 
provide  for  a  producer  who  ships  milk  to 
more  than  one  plant  during  the  month. 
Therefore,  it  is  recommended  that  the 
minimum  payment  for  deliveries  during 
the  first  15  days  of  the  month  be  based 
on  the  pounds  of  milk  actually  delivered 
during  such  period. 

Advance  payments  on  producer  milk 
at  the  rate  of  1.2  times  the  Class  n  price 
for  the  previous  month  is  deemed  more 
feasible  than  the  method  proposed.  A 
comparison  of  1.2  times  the  Class  II  price 
and  the  uniform  price  reveals  that  over- 
paimients  will  not  be  required.  Admin¬ 
istrative  detail  is  minimized  in  that  no 
adjustments  for  butterfat,  hauling  or 
other  deduction  are  required.  However, 
it  will  be  necessary  for  a  handler  to  re¬ 
port  the  receipts  of  producer  milk  during 
the  first  15  days  of  the  month  to  the  pro¬ 
ducer  cooperative  association.  In  the 
case  of  a  cooperative  association  which  is 
also  a  handler  for  its  producers,  it  is  only 
necessary  for  handlers  to  make  advance 
payments  at  1.2  times  the  Class  II  price 
of  the  previous  month  on  the  aggregate 
of  the  milk  received  from  the  cooperative. 

Rulings  on  proposed  findings  and  con¬ 
clusions.  Briefs  and  proposed  findings 
and  conclusions  were  filed  on  behalf  of 
certain  interested  parties  in  the  market. 
These  briefs,  proposed  findings  and  con¬ 
clusions  and  the  evidence  in  the  record 
were  considered  in  making  the  findings 
and  conclusions  set  forth  above.  To  the 
extent  that  the  suggested  findings  and 
conclusions  filed  by  interested  parties 
are  inconsistent  with  the  findings  and 
conclusions  set  forth  herein,  the  requests 
to  make  such  findings  or  reach  such 
conclusions  are  denied  for  the  reasons 
previously  stated  in  this  decision. 

General  findings.  The  findings  and 
determinations  hereinafter  set  forth  are 
supplementary  and  in  addition  to  the 
findings  and  determinations  previously 


made  in  connection  with  the  issuance  of 
the  aforesaid  order  and  of  the  previously 
issued  amendments  thereto;  and  all  of 
said  previous  findings  and  determina¬ 
tions  are  hereby  ratified  and  afiarmed, 
except'  insofar  as  such  findings  and 
determinations  may  be  in  conflict  with 
the  findings  and  determinations  set 
forth'  herein. 

(a)  The  tentative  marketing  agree¬ 
ment  and  the  order,  as  hereby  proposed 
to  be  amended,  and  all  of  the  terms  and 
conditions  thereof,  will  tend  to  effectuate 
the  declared  policy  of  the  Act; 

(b)  The  parity  prices  of  milk  as 
determined  pursuant  to  section  2  of  the 
Act  are  not  reasonable  in  view  of  the 
price  of  feeds,  available  supplies  of  feeds, 
and  other  economic  conditions  which  af¬ 
fect  market  supply  and  demand  for  milk 
in  the  marketing  area,  and  the  minimum 
prices  specified  in  the  proposed  market¬ 
ing  agreement  and  the  order,  as  hereby 
proposed  to  be  amended,  are  such  prices 
as  will  reflect  the  aforesaid  factors,  in¬ 
sure  a  sufficient  quantity  of  pure  and 
wholesome  milk,  and  be  in  the  public 
interest;  and 

(c)  The  tentative  marketing  agree¬ 
ment  and  the  order,  as  hereby  proposed 
to  be  amended,  will  regulate  the  handling 
of  milk  in  the  same  manner  as.  and  will 
be  applicable  only  to  persons  in  the 
respective  classes  of  industrial  and  com¬ 
mercial  activity  specified  in,  a  marketing 
agreement  upon  which  a  hearing  has 
been  held. 

Rulings  on  exceptions.  In  arriving  at 
the  findings  and  conclusions,  and  the 
regulatory  provisions  of  this  decision, 
each  of  the  exceptions  received  was  care¬ 
fully  and  fully  considered  in  conjunction 
with  the  record  evidence  pertaining 
thereto.  To  the  extent  that  the  findings 
and  conclusions,  and  the  regulatory  pro¬ 
visions  of  this  decision  are  at  variance 
with  any  of  the  exceptions,  such  excep¬ 
tions  are  hereby  overruled  for  the  rea¬ 
sons  previously  stated  in  this  decision. 

A  petition  for  rehearing  of  the  pro¬ 
posal  for  extension  of  the  marketing  area 
was  filed  by  the  State  of  Nevada,  Depart¬ 
ment  of  Attorney  General  for  the  State 
Dairy  Commission,  State  of  Nevada,  and 
the  Department  of  Health,  State  of 
Nevada.  The  petition  alleges  the  need 
for  opportunity  to  present  evidence 
concerning  the  means  whereby  Great 
Basin  handlers  now  handle  milk  for 
distribution  in  Nevada  in  compliance 
with  requirements  of  Nevada  health  au¬ 
thorities  and  the  results  thereof.  Evi¬ 
dence  of  this  nature  would  serve  only  to 
confirm  that  presently  regulated  han¬ 
dlers  continue  to  serve  the  area  under 
consideration.  The  authority  of  Nevada 
health  authorities  with  respect  to  milk 
sold  in  Nevada  has  never  been  at  issue 
in  this  proceeding.  Other  matters  cited 
in  the  petition  for  rehearing  are  in  the 
nature  of  exceptions  to  the  findings  of 
the  recommended  decision  and  have  been 
considered  accordingly.  The  petition  is 
hereby  denied. 

Marketing  agreement  and  order. 
Annexed  hereto  and  made  a  part  hereof 
are  two  documents  entitled  respectively, 
“Marketing  Agreement  Regulating  the 
Handling  of  Milk  in  the  Great  Basin 
Marketing  Area”,  and  “Order  Amending 


the  Order  Regulating  the  Handling  of 
Milk  in  the  Great  Basin  Marketing 
Area”,  which  have  been  decided  upon 
as  the  detailed  and  appropriate  means 
of  effectuating  the  foregoing  conclusions. 

It  is  hereby  ordered.  That  all  of  this 
decision,  except  the  attached  marketing 
agreement,  be  published  in  the  Federal 
Register.  The  regulatory  provisions  of 
said  marketing  agreement  are  identical 
with  those  contained  in  the  order  as 
hereby  proposed  to  be  amended  by  the 
attached  order  which  will  be  published 
with  this  decision. 

Determination  of  representative  pe¬ 
riod.  The  month  of  January  1961  is 
hereby  determined  to  be  the  representa¬ 
tive  period  for  the  purpose  of  ascer¬ 
taining  whether  the  issuance  of  the 
attached  order  amending  the  order 
regulating  the  handling  of  milk  in  the 
Great  Basin  Marketing  area,  is  approved 
or  favored  by  producers,  as  defined  under 
the  terms  of  the  order  as  hereby  pro¬ 
posed  to  be  amended,  and  who,  during 
such  representative  period,  were  engaged 
in  the  production  of  milk  for  sale  within 
the  aforesaid  marketing  area. 

Issued  at  Washington,  D.C.,  this  29th 
day  of  March  1961. 

Orville  L.  Freebjan, 
Secretary. 

Order  ’  Amending  the  Order  Regu¬ 
lating  the  Handling  of  Milk  in  the 

Great  Basin  Marketing  Area 

§  963.0  Findings  and  determinations. 

The  findings  and  determinations  here¬ 
inafter  set  forth  are  supplementary  and 
in  addition  to  the  findings  and  determi¬ 
nations  previously  made  in  connection 
with  the  issuance  of  the  aforesaid  order 
and  of  the  previously  issued  amendments 
thereto;  and  all  of  said  previous  findings 
and  determinations  are  hereby  ratified 
and  affirmed,  except  insofar  as  such 
findings  and  determinations  may  be  in 
conflict  with  the  findings  and  determina¬ 
tions  set  forth  herein. 

(a)  Findings  upon  the  basis  of  the 
hearing  record.  Pursuant  to  the  pro¬ 
visions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 
U.S.C.  601  et  seq.),  and  the  applicable 
rules  of  practice  and  procedure  gov¬ 
erning  the  formulation  of  marketing 
agreements  and  marketing  orders  (7 
CFR  Part  900),  a  public  hearing  was 
held  upon  certain  proposed  amend¬ 
ments  to  the  tentative  marketing  agree¬ 
ment  and  to  the  order  regulating  the 
handling  of  milk  in  the  Great  Basin 
marketing  area.  Upon  the  basis  of  the 
evidence  introduced  at  such  hearing  and 
the  record  thereof,  it  is  found  that: 

( 1 )  The  said  order  as  hereby  amended, 
and  all  of  the  terms  and  conditions 
thereof,  will  tend  to  effectuate  the  de¬ 
clared  policy  of  the  Act; 

(2)  The  parity  prices  of  milk,  as  de¬ 
termined  pursuant  to  section  2  of  the 
Act,  are  not  reasonable  in  view  of  the 


1  This  order  shall  not  become  effective  un¬ 
less  and  until  the  requirements  of  §  900.14 
of  the  rules  of  practice  and  procedure  gov¬ 
erning  proceedings  to  formulate  marketing 
agreements  and  marketing  orders  have  been 
met. 
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price  of  feeds,  available  supplies  of  feeds, 
and  other  economic  conditions  which 
affect  market  supply  and  demand  for 
tpiik  in  the  said  marketing  area,  and  the 
^ipiTTiiim  prices  specified  in  the  order  as 
hereby  amended,  are  such  prices  as  will 
reflect  the  aforesaid  factors,  insure  a 
sufficient  quantity  of  pure  and  wholesome 
milk,  and  be  in  the  public  interest; 

(3)  The  said  order  as  hereby  amended, 
regulates  the  handling  of  milk  in  the 
same  manner  as,  and  is  applicable  only 
to  persons  in  the  respective  classes  of 
industrial  or  commercial  activity  speci¬ 
fied  in,  a  marketing  agreement  upon 
which  a  hearing  has  been  held; 

(4)  All  milk  and  milk  products  ban¬ 
dit  by  handlers,  as  defined  in  the  order 
as  hereby  amended,  are  in  the  current  of 
interstate  commerce  or  directly  burden, 
obstruct,  or  affect  interstate  commerce 
in  milk  or  its  products;  and 

(5)  It  is  hereby  found  that  the  neces¬ 
sary  expense  of  the  market  administra¬ 
tor  for  the  maintenance  and  functioning 
of  such  agency  will  require  the  payment 
by  each  handler,  as  his  pro  rata  share 
of  such  expense,  4  cents  per  hundred¬ 
weight  or  such  amount  not  to  exceed  4 
cents  per  hundredweight  as  the  Secre¬ 
tary  may  prescribe,  with  respect  to  each 
hundredweight  of  butterfat  and  skim 
milk  contained  in  (i)  producer  milk,  (ii) 
other  source  milk  allocated  to  Class  I 
milk  pmsuant  to  §  963.44(a)  (2)  and  (3) 
and  the  corresponding  step  of  §  963.44 
(b),  and  (iii)  the  respective  applicable 
quantity  specified  in  §  963.62  (a)  (2)  or 
(b)(2). 

Order  relative  to  handling.  It  is 
therefore  ordered,  that  on  and  after  the 
effective  date  hereof,  the  handling  of 
milk  in  the  Great  Basin  marketing  area 
shall  be  in  conformity  to  and  in  com¬ 
pliance  with  the  terms  and  conditions 
of  the  aforesaid  order,  as  hereby 
amended,  and  the  aforesaid  order  is 
hereby  amended  as  follows; 

1.  Delete  §  963.6  and  substitute  there- 
-"for  the  following: 

§  963.6  Great  Basin  marketing  area. 

“Great  Basin  marketing  area”  herein¬ 
after  called  the  “marketing  area”  means 
all  territory,  including  all  government 
reservations  and  installations  and  all 
municipalities,  within  the  counties  of 
Box  Elder,  Davis,  Morgan,  Salt  Lake, 
Tooele,  Utah,  Wasatch,  Weber,  Summit, 
Grand,  Daggett,  Duchesne,  Carbon, 
Sanpete,  Juab,  Millard,  Sevier,  Uintah, 
and  Emery  in  the  State  of  Utah,  and  the 
counties  of  Elko  and  White  Pine  in  the 
State  of  Nevada. 

2.  Delete  §  963.8  and  substitute  there¬ 
for  the  following: 

§  963.8  Producer-handler. 

“Producer-handler”  means  an  individ¬ 
ual,  or  a  partnership  or  corporation  for 
which  written  articles  of  partnership  or 
incorporation  are  furnished  the  market 
administrator,  which: 

(a)  Produces  milk  and  operates  an 
approved  plant  described  in  §  963.10(a) ; 

(b)  Receives,  either  at  such  plant  or 
for  disposition  on  routes  only  milk  from 
(1)  his  own  farm  production,  and  (2) 
from  pool  plants  in  an  amount  during 


the  month  not  in  excess  of  the  larger  of 
3,000  pounds  or  five  percent  of  such 
person’s  Class  I  sales;  and 

(c)  The  operation  of  the  milk  produc¬ 
tion,  processing,  and  distributing  facili¬ 
ties  are  under  the  complete  and  exclusive 
control  of  such  person  and  at  his  sole 
risk. 

§  963.11  [Amendment] 

3.  Delete  1  963.11(a)  and  substitute 
the  following : 

(a)  An  approved  plant,  except  the 
plant  of  a  producer-handler  as  described 
in  §  963.8,  from  which  during  the  month 
there  is  disposed  of  on  routes  fluid  milk 
products  equal  to  not  less  than  50  per¬ 
cent  in  the  months  of  August  through 
March  and  40  percent  in  other  months  of 
the  receipts  during  the  month  at  such 
plant  of  producer  milk,  producer  milk  di¬ 
verted  therefrom  by  the  plant  operator 
and  receipts  at  the  plant  of  fluid  milk 
products  from  plants  described  pursuant 
to  paragraph  (b)  of  this  section,  and 
there  are  disposed  of  on  routes  in  the 
marketing  area  fluid  milk  products  equal 
to  not  less  than  15  percent  of  the  total 
fluid  milk  product  disposition  from  the 
plant  on  routes:  Provided,  That  if  a  han¬ 
dler  operates  more  than  one  approved 
plant,  the  combined  receipts  and  dispo¬ 
sition  of  any  of  such  plants  may  be  used 
as  the  basis  for  qualifying  the  respective 
plants  pursuant  to  the  preceding  compu¬ 
tations  specified  in  this  paragraph  if  the 
handler  in  writing  so  requests  the  market 
administrator:  And  provided  further. 
That  any  approved  plant  from  which  the 
total  route  disposition  of  fluid  milk  prod¬ 
ucts  is  to  individuals  or  institutions  for 
charitable  purposes  and  is  without  re¬ 
muneration  from  such  individuals  or  in¬ 
stitutions  shall  not  qualify  as  a  pool  plant 
pursuant  to  this  paragraph. 

§  963.41  [Amendment] 

4.  Delete  §  963.41(b)  (5)  and  substitute 
therefor  the  following: 

(5)  In  shrinkage  of  skim  milk  and 
butterfat,  respectively,  allocated  pur¬ 
suant  to  §  963.45(b)  (2)  not  to  exceed  the 
following:  2  percent  of  producer  milk 
(except  diverted  milk),  plus  l*/4  percent 
of  milk  received  from  pool  plants  of 
other  handlers  in  bulk  tank  lots,  plus  1  Vz 
percent  of  milk  received  from  a  coopera¬ 
tive  association  which  is  the  handler  for 
such  milk  pursuant  to  §  963.9(c)  (except 
that  if  the  handler  operating  the  pool 
plant  files  notice  with  the  market  ad¬ 
ministrator  that  he  is  purchasing  such 
milk  on  the  basis  of  farm  weights,  the 
applicable  percentage  shall  be  2  per¬ 
cent),  less  lYz  percent  of  milk  disposed 
of  in  bulk  tank  lots  to  pool  plants  of 
other  handlers  (except  when  the  preced¬ 
ing  exception  hereof  applies,  the  appli¬ 
cable  percentage  shall  be  2  percent) . 

§  963.42  [Amendment] 

5.  Delete  §  963.42(c)  (4)  and  substitute 
therefor  the  following: 

(4)  Class  I  utilization  in  the  nonpool 
plant  does  not  exceed  the  receipts  of  skim 
milk  and  butterfat  in  milk  received  dur-^ 
ing  the  month  from  dairy  farmers  who 
deliver  Grade  A  milk  not  priced  under 
any  Federal  order  directly  from  farms 


to  such  plant.  If  Class  I  utilization  ex¬ 
ceeds  such  receipts,  the  skim  milk  and 
butterfat  transferred  or  diverted  shall  be 
Class  I  to  the  extent  of  such  excess,  ex¬ 
cept  that  when  transfers  or  diversions  are 
made  during  the  month  to  such  nonpool 
plant  from  other  plants  subject  to  the 
classification  and  pricing  provisions  of 
this  part  or  other  orders  issued  pursuant 
to  the  Act.  the  skim  milk  and  butterfat 
assigned  to  Class  I  at  the  pool  plant 
shall  be  not  less  than  that  obtained 
.by  prorating  the  assignable  Class  I  milk 
at  the  transferee  plant  over  all  such  re¬ 
ceipts  at  such  nonpool  plant. 

§  963.45  [Amendment] 

6.  Delete  §  963.45(b)  and  substitute 
therefor  the  following: 

(b)  For  each  handler  prorate  the  re¬ 
sulting  amounts  between  (1)  the  pounds 
of  skim  milk  and  butterfat  in  other 
source  milk  received  in  bulk  form  as 
fluid  milk  products,  and  (2)  the  poimds 
of  skim  milk  and  butterfat  in  other  fluid 
milk  products  received  in  bulk  form 
(excluding  diverted  milk) . 

7.  Delete  §  963.80  and  substitute  there¬ 
for  the  following: 

§  963.80  Time  and  method  of  payment 
for  producer  milk. 

(a)  Except  as  provided  in  paragraph 
(b)  or  (d)  of  this  section,  each  handler 
shall  make  payment  to  each  producer 
from  whom  milk  is  received  as  follows: 

(1)  On  or  before  the  last  day  of  each 
month,  for  producer  milk  received  during 
the  first  15  days  of  the  month,  at  not  less 
than  1.2  times  the  Class  II  price  for  the 
preceding  month;  and 

(2)  On  or  before  the  17th  day  of  the 
following  month,  for  producer  milk  re¬ 
ceived  during  the  month,  at  not  less  than 
the  uniform  prices  pursuant  to  §  963.71 
adjusted  by  the  butterfat  and  location 
differentials  to  producers,  subject  to  the 
following  adjustments: 

(i)  Less  marketing  service  deductions 
made  pursuant  to  §  963.85; 

(ii)  Less  the  payment  made  pursuant 
to  subparagraph  (1)  of  tViis  paragraph: 

(iii)  Plus  or  minus  adjustments  for  er¬ 
rors  made  in  previous  payments  to  such 
producers  and  proper  deductions  author¬ 
ized  in  writing  by  such  producer;  and 

(iv)  If  by  the  date  specified,  such  han¬ 
dler  has  not  received  full  payment  from 
the  market  administrator  pursuant  to 
§  963.83  for  such  month,  he  may  reduce 
pro  rata  his  payments  to  producers  by 
not  more  than  the  amoimt  of  such  un¬ 
derpayment.  Pasrments  to  producers 
shall  be  completed  thereafter  not  later 
than  the  date  for  making  pairments  pur¬ 
suant  to  this  paragraph  next  followings 
after  the  receipt  of  the  balance  due  from 
the  market  administrator. 

(b)  In  the  case  of  a  cooperative  as¬ 
sociation,  wliich  is  authorized  by  its 
members  to  collect  pasonent  for  their 
milk,  and  which  has  requested  such  pay¬ 
ment  from  any  handler  in  writing,  such 
handler  shall  on  or  before  the  second 
day  prior  to  the  dates  on  which  pay¬ 
ments  are  due  to  individual  producers, 
pay  the  cooperative  association  for  milk 
received  from  the  producer-members  of 
such  association,  amounts  equal  to  not 
less  than  the  totals  of  the  payments 
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otherwise  due  such  producerrmembers 
for  milk  deliveries  during  the  first  15 
days  of  each  month  and  for  the  entire 
month  as  determined  pursuant  to  para¬ 
graph  (a)  of  this  section:  Provided, 
That  the  cooperative  has  provided  the 
handler  with  a  written  promise  to  reim¬ 
burse  the  handler  the  amount  of  any 
actual  loss  incurred  by  such  handler  be¬ 
cause  of  any  improper  claim  on  the  part 
of  the  cooperative  association; 

(c)  Each  handler  who  received  milk 
from  producers  for  which  pasunent  is  to 
be  made  to  a  cooperative  association 
pursuant  to  paragraph  (b)  of  this  sec¬ 
tion  shall  report  to  such  cooperative  as¬ 
sociation  for  each  such  producer  on  or 
before  the  second  day  prior  to  the  end 
of  the  month,  the  pounds  of  milk  re¬ 
ceived  during  the  first  15  days  of  such 
month  and  on  or  before  the  7th  day  of 
the  following  month,  as  follows: 

(1)  The  total  pounds  of  milk  received 
during  the  month,  including  the  pounds 
of  base  milk  and  excess  milk; 

(2)  The  pounds  of  milk  received  each 
day,  together  with  the  butterf at  content 
of  such  milk; 

(3)  The  amount  or  rate  and  nature 
of  any  proper  deductions  authorized  to 
be  made  from  payments;  and 

(4)  The  amount  and  nature  of  pay¬ 
ments  due  pursuant  to  §  963.84. 

(d)  Each  handler  shall  pay  a  coopera¬ 
tive  association  for  milk  received  by  him 
from  such  cooperative  association  for 
which  the  association  is  the  handler  as 
follows: 

(1)  On  or  before  the  second  day  prior 
to  the  end  of  each  month,  for  milk  re¬ 
ceived  during  the  first  15  days  of  the 
month  an  amount  per  hundredweight  not 
less  than  1.2  times  the  Class  II  price  for 
the  preceding  month;  and 

(2)  On  or  before  the  15th  day  of  the 
following  month  for  milk  received  during 
the  month,  not  less  than  an  amount 
computed  by  multiplying  the  minimum 
prices  for  milk  in  each  class  subject  to 
the  applicable  location  adjustment  pro¬ 
vided  in  §  963.53  and  the  butterfat  dif¬ 
ferential  provided  by  §  963.52,  by  the 
hundredweight  of  milk  in  each  class  pur¬ 
suant  to  §  963.44,  such  amount  to  be  re¬ 
duced  in  the  amount  of  the  payment 
made  pursuant  to  subparagraph  (1)  of 
this  paragraph. 

§  963.53  [Amendment] 

8.  In  §  963.53  after  the  phrase  “all 
in  Utah”,  insert  the  following  “,  or  Elko, 
Nevada”. 

9.  Delete  §  963.62  and  substitute  there¬ 
for  the  following: 

§  963.62  Handler  operating  a  nonpool 
plant. 

In  lieu  of  the  payments  required  pur¬ 
suant  to  §  963.80  through  §  963.85,  each 
handler  who  operates  during  the  moi^th 
a  nonpool  plant  from  which  Class  I  milk 
is  disposed  of  in  the  marketing  area  on 
a  route(s),  but  which  is  not  subject  to 
the  classification  and  pricing  provisions 
of  another  order  issued  pursuant  to  the 
Act,  is  not  the  plant  of  a  producer -han¬ 
dler,  and  is  not  described  pursuant  to  the 
second  proviso  of  1963.11(a),  shall  pay 
to  the  market  administrator  on  or  before 
the  25th  day  after  the  end  of  the  month, 
the  amounts  calculated  pursuant  to 


paragraph  (a)  of  this  section  with  re¬ 
spect  to  operations  of  such  plant  unless 
the  handler  elects  at  the  time  of  report¬ 
ing  pursuant  to  §  963.31(a)  to  have  his 
obligations  computed  pursuant  to  para¬ 
graph  (b)  of  this  section; 

( a )  The  following  amounts : 

(1)  To  the  producer-settlement  fund 
any  plus  amo\mt  remaining  after  deduct¬ 
ing  from  the  value  that  would  have  been 
computed  pursuant  to  §  963.70,  if  such 
handler  had  operated  a  pool  plant,  the 
gross  payments  made  by  such  handler  for 
Grade  A  milk  received  during  the  month 
from  dairy  farmers  at  such  plant;  and 

(2)  As  his  share  of  the  expense  of  ad¬ 
ministration,  the  rate  provided  in 
§  963.86  with  respect  to  an  amount  of 
milk  equal  to  that  which  would  have  ap¬ 
plied  had  such  plant  been  a  pool  plant; 
and 

(b)  The  following  amounts: 

(1)  To  the  producer-settlement  fund 
an  amount  equal  to  the  value  of  all  skim 
milk  and  butterfat  disposed  of  as  Class  I 
milk  on  routes  in  the  marketing  area  at 
the  Class  I  price  applicable  at  the  loca¬ 
tion  of  such  handler’s  plant,  less  the 
value  of  such  skkn  milk  and  butterfat  at 
the  Class  11  price;  and 

(2)  As  his  share  of  the  expense  of  ad¬ 
ministration,  the  rate  provided  in 
§  963.86  with  respect  to  Class  I  milk  so 
disposed  of  in  the  marketing  area. 

§  963.86  [Amendment] 

10.  Delete  §  963.86(c)  and  substitute 
therefore  the  following; 

(c)  The  respective  applicable  quantity 
specified  in  §  963.62  (a)  (2)  or  (b)  (2). 

[P.R.  Doc.  61-2924;  Piled,  Apr.  3.  1961; 

8:46  a.m.] 

CIVIL  AERONAUTICS  BOARD 

[14  CFR  Parts  296,  297  1 

[Economic  Begs.  Docket  No.  12273] 

CLASSIFICATION  AND  EXEMPTION 

OF  INDIRECT  AIR  CARRIERS;  CLAS¬ 
SIFICATION  AND  EXEMPTION  OF 

INTERNATIONAL  AIR  FREIGHT 

FORWARDERS 

Notice  of  Proposed  Rule  Making 

March  29,  1961. 

Notice  is  hereby  given  that  the  Civil 
Aeronautics  Board  has  under  consider¬ 
ation  amendments  to  Parts  296  and  297 
of  the  Economic  Regulations  to  uniform¬ 
ly  exempt  all  indirect  air  carriers  from 
the  requirement  of  section  610(a)  (4)  of 
the  Federal  Aviation  Act  of  1958  which 
makes  it  unlawful  for  any  person  to 
operate  as  an  “air  carrier”  without  an 
air  carrier  operating  certificate. 

'The  features  of  the  proposed  regula¬ 
tion  are  explained  in  the  attached  Ex¬ 
planatory  Statement,  and  the  proposed 
amendments  are  set  forth  below.  The 
amendments  are  proposed  under  author¬ 
ity  of  section  101(3)  of  the  Federal  Avia¬ 
tion  Act  (72  Stat.  737;  49  U.S.C.  1301). 

Interested  persons  may  participate  in 
the  proposed  rule  making  through  sub¬ 
mission  of  ten  (10)  copies  of  written 
data,  views  or  arguments  pertaining 
thereto,  addressed  to  the  Docket  Section, 


Civil  Aeronautics  Board,  Washington  25, 
D.C.  All  relevant  matter  in  communi¬ 
cations  received  on  or  before  May  3, 
1961,  will  be  considered  by  the  Board 
before  taking  final  action  on  the  proposed 
rules.  Copies  of  such  communications 
will  be  available  on  and  after  May  3, 
1961  for  examination  by  interested  per¬ 
sons  in  the  Docket  Section  of  the  Board, 
Room  711,  Universal  Building,  1825 
Connecticut  Avenue  NW.,  Washington, 
D.C. 

By  the  Civil  Aeronautics  Board. 

[SEAL]  Robert  C.  Lester, 

Secretary. 

Explanatory  statement.  Prior  to  en¬ 
actment  of  the  Federal  Aviation  Act  of 
1958,  the  Board  had  jinisdiction  to  issue 
the  air  safety  regulations  pursuant  to 
Title  VI  of  the  Civil  Aeronautics  Act. 
At  that  time,  the  Board  granted  exemp¬ 
tion  from  the  provisions  of  Title  VI  to  all 
indirect  air  carriers  pursuant  to  section 
1(2)  of  the  Civil  Aeronautics  Act,  in 
Parts  296  and  297  of  the  Economic  Reg¬ 
ulations. 

With  the  enactment  of  the  Federal 
Aviation  Act  of  1958,  the  Administrator 
gained  jurisdiction  over  air  safety  regu¬ 
lation,  including  the  question  of  the  ap¬ 
plicability  of  such  regulations  to  indirect 
air  carriers.  The  Administrator  has  in¬ 
dicated  to  the  Board  that  air  freight  for¬ 
warders  should  be  exempted  from  the 
provisions  of  Title  VI  of  the  Act,  insofar 
as  they  would  be  required  to  obtain  air¬ 
worthiness  certificates  pursuant  to  sec¬ 
tion  610(a)  (4),  but  not  otherwise.  Sec¬ 
tion  610(a)  (4)  obviously  is  not  intended 
to  apply  to  indirect  air  carriers.  While 
the  term  “air  carrier”  in  Section  610  may 
well  be  construed,  in  the  context,  as  ap¬ 
plying  to  direct  air  carriers  only,  it  ap¬ 
pears  preferable  to  lay  any  doubt  at  rest 
by  exempting  the  indirect  air  carriers 
from  the  provision  of  section  610(a)  (4). 
To  accomplish  this  objective,  the  Board 
proposes  to  provide  for  such  an  exemp¬ 
tion  in  both  Part  296  and  Part  297  of  the 
regulations. 

While  exempting  the  forwarders  from 
the  air  carrier  operating  certificate  re¬ 
quirement,  we  take  cognizance  of  the  Ad- ' 
ministrator’s  view  that  certain  safety 
rules  relating  to  transportation  of  explo¬ 
sives  and  other  dangerous  cargo  should 
be  applicable  to  indirect  air  carriers.  In 
accordance  with  his  views,  the  Board 
therefore  proposes  to  narrow  the  current 
exemption  in  Part  296  which  constitutes 
a  blanket  exemption  from  all  of  the  air 
safety  requirements  imposed  by  and  un¬ 
der  Title  VI  of  the  Act  to  exemption  from 
section  610(a)  (4) . 

Proposed  rule.  It  is  therefore  pro¬ 
posed  to  amend  Part  296  of  the  Board’s 
Economic  Regulations  (14  CFR  Part  296) 
by  eliminating  from  §  296.11,  first  para¬ 
graph,  the  words  “from  the  provisions  of 
Title  VI  of  the  Act,  and,”  and  to  further 
amend  Part  296  and  to  amend  in  the 
same  manner  Part  297  of  the  Board’s 
Economic  Regulations  (14  CFR  Part  297) 
by  insertion  as  paragraph  (m)  of  §  296.12 
and  as  paragraph  (s)  of  §  297.11,  the 
words  “section  610(a)  (4)  (Requirement 
of  Air  Carrier  Operating  Certificate) .” 

[P.R.  Doc.  61-2947;  Piled,  Apr.  3.  1961; 

8:51  a.m.] 
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federal  aviation  agency 

[14  CFR  Part  601  1 

[Airspace  Docket  No.  60-Ny-56] 

CONTROLLED  AIRSPACE 

Alteration  and  Revocation  of  Control 
Area  Extension;  Modification  of 
Proposal 

In  a  notice  of  proposed  rule  making 
published  as  Airspace  Docket  No.  60- 
Iff-56  in  the  Federal  Register  on  March 
25,  1961,  (26  F.R.  2571) ,  by  the  Federal 
Aviation  Agency  it  was  stated  that  the 
time  for  comment  on  the  proposals  con¬ 
tained  in  Airspace  Docket  No.  60-NY-56 
would  close  forty-five  days  after  its  pub¬ 
lication  in  the  Federal  Register. 

Subsequent  to  the  publication  of  the 
notice,  the  Federal  Aviation  Agency  has 
concluded  that  the  alteration  of  the 
Boston  control  area  extension  is  urgently 
required  in  order  to  facilitate  the  control 
of  IFR  traffic.  It,  therefore,  appears  to 
be  in  the  public  interest  to  amend  the 
notice  (Airspaoe  Docket  No.  60-NY-56) 
by  requiring  that  all  comments  be  sub¬ 
mitted  to  the  Agency  by  April  20,  1961. 

In  consideration  of  the  foregoing  and 
pursuant  to  the  authority  delegated  to  me 
by  the  Administrator  (14  CFR  409.13) ,  I 
hereby  give  notice  that  the  time  within 
which  comments  will  be  received  for  con¬ 
sideration  on  Airspace  Docket  No.  60- 
NY-56  will  close  on  April  20,  1961. 

This  amendment  is  proposed  under 
section  307(a)  of  the  Federal  Aviation 
Act  of  1958  (72  Stat.  749;  49  U.S.C.  1348) . 

Issued  in  Washington,  D.C.,  on  March 
30,  1961. 

Charles  W.  Carmody, 
Chief,  Airspace  Utilization  Division. 

[PH.  Doc.  61-2928;  Piled,  Apr.  3,  1961; 

8:47  a.m.] 


DEPARTMENT  OF  HEALTH,  EDU¬ 
CATION,  AND  WELFARE 

Food  and  Drug  Administration 
[  21  CFR  Part  121  1 
FOOD  ADDITIVES 
Notice  of  Filing  of  Petition 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act  (sec. 
409(b)(5),  72  Stat.  1786;  21  U.S.C.  348 
(b)  (5) ) ,  notice  is  given  that  a  petition 
has  been  filed  by  Standard  Ultramarine 
and  Color  Company,  Huntington,  West 


Virginia,  proposing  the  issuance  of  a 
regulation  to  provide  for  the  safe  use  of 
ultramarine  blue,  a  complex  sodium- 
alumino-sulfosilicate,  as  a  pigmented 
coloring  matter  to  be  used  in  flexible 
food-packaging  films  and  printing  inks. 

Dated:  March  28, 1961. 

[seal]  j.  k.  Kirk, 

Assistant  to  the  Commissioner 
of  Food  and  Drugs. 

[F.R.  Doc.  61-2936;  Piled,  Apr.  3.  1961; 
8:48  a.in.] 


[  21  CFR  Part  121  1 

FOOD  ADDITIVES 

Notice  of  Filing  of  Petition 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act  (sec. 
409(b)  (5) .  72  Stat.  1786;  21  U.S.C.  348(b) 
(5)),  notice  is  given  that  a  petition  has 
been  filed  by  Textile  Bag  Manufacturers 
Association,  Suite  208,  518  Davis  Street, 
Evanston,  Illinois,  proposing  the  issu¬ 
ance  of  a  regulation  to  provide  for  the 
safe  use  of  sizing  formulations  contain¬ 
ing  the  additives  listed  below  to  cotton 
goods  used  in  the  manufacture  of  cotton 
bags  for  the  packaging  of  dry  food 
products: 

Anilino-diethanolamine-triaznyl-amine-stil- 
benedisrulfonic  acid,  and  disodium  salt 
compound. 

Borax. 

Calcium  chloride. 

Direct  dye,  fluorescent  white. 

Formaldehyde. 


[  21  CFR  Part  121  1 

FOOD  ADDITIVES 

Notice  of  Filing  of  Petition 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act  (sec. 
409(b)(5),  72  Stat.  1786;  21  U.S.C. 
348(b)  (5) ) ,  notice  is  given  that  a  peti¬ 
tion  has  been  filed  by  General  Foods 
Corporation,  555  South  Broadway, 
Tarrsrtown,  New  York,  proposing  the 
issuance  of  a  regulation  to  provide  for 


Mineral  oil. 

Paraffin  wax. 

Polyvinyl  acetate. 

Polyvinyl  alcohol. 

Sodivun  dodecyl  benzenesulfonate. 

Sodium  fluoride. 

Sodium  pentachlorophenate. 

Sodiiun  stearate. 

St3rrene  butadiene. 

Sulfonated  tallow. 

TaUow  and  hydrogenated  fats. 
Ti'iethanolamine. 

Ultramarine  blue. 

Yellow  petrolatum. 

Dated:  March  28, 1961. 

[seal]  j.  K.  Kirk, 

Assistant  to  the  Commissioner 
of  Food  and  Drugs. 

[F.R.  Doc.  61-2937;  PUed,  Apr.  3,  1961; 
8:48  a.m.] 


[  21  CFR  Part  121  1 
FOOD  ADDITIVES 
Notice  of  Filing  of  Petition 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act  (sec. 
409(b)  (5) ,  72  Stat.  1786;  21  U.S.C.  348(b) 
(5) ) ,  notice  is  given  that  a  petition  has 
been  filed  by  Carl  A.  Nau,  M.D.,  The 
University  of  Texas,  Medical  Branch, 
Galveston,  Texas,  proposing  the  issuance 
of  a  regulation  to  provide  for  the  safe  use 
in  components  of  materials  which  con¬ 
tact  food,  of  channel  and  furnace  types 
of  carbon  blacks  characterized  as  fol¬ 
lows: 


the  safe  use  of  10  parts  per  million 
(0.001  percent)  of  BHA  (butylated 
hydroxyanisole)  in  dry  mixes  u^  in 
making  beverages,  desserts,  and  con¬ 
fections. 

Dated:  March  27,  1961. 

[seal]  j.  K.  Kirk, 

Assistant  to  the  Commissioner 
of  Food  and  Drugs. 

[F.R.  Doc.  61-2939;  Piled,  Apr.  3,  1961; 
8:49  am.] 


Average 
particle 
diameter  A® 

Surface  area 
M  2/8 

Percent  by  weight 

Volatile 

Sulfur 

Ash 

Channel . . . . . 

50-360 

140-1,000 

90-1,000 

18-260 

4.0-16 

0. 0-3.0 

0.0-0. 6 
0. 0-2.0 

0.0-0. 2 
0.0-1. 6 

Furnace . . . . 

Dated:  March  28,  1961. 


[SEAL]  J.  K.  Kirk, 

Assistant  to  the  Commissioner  of  Food  and  Drugs. 

[P.R.  Doc.  61-2938;  Piled,  Apr.  3,  1961;  8:49  a.m.]  ^ 
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ADMINISTRATOR  OF  6ENERAL 
SERVICES 

United  States  of  America 

CERTIFICATION  OF  AMENDMENT  TO 
-  CONSTITUTION  OF  THE  U  N  I  T  E  D 
STATES  GRANTING  REPRESENTA¬ 
TION  IN  THE  ELECTORAL  COLLEGE 
TO  THE  DISTRICT  OF  COLUMBIA 

To  all  to  whom  these  presents  shall  come, 
greeting: 

Know  ye.  That  the  Congress  of  the 
United  States,  at  the  second  session, 
eighty-sixth  Congress  begun  at  the  City 
of  Washington  on  Wednesday,  the  sixth 
day  of  January,  in  the  year  one  thousand 
nine  hundred  and  sixty,  passed  a  Joint 
Resolution  in  the  words  and  figures  as 
follows:  to  wit — 

Joint  Resolution 

Proposing  an  amendment  to  the  Con¬ 
stitution  of  the  United  States  granting 
representation  in  the  electoral  college 
to  the  District  of  Columbia. 

Resolved  by  the  Senate  and  House 
of  Representatives  of  the  United  States 
of  America  in  Congress  assembled  (two- 
thirds  of  each  House  concurring  there¬ 
in)  ,  That  the  following  article  is  hereby 
proposed  as  an  amendment  to  the  Con¬ 
stitution  of  the  United  States,  which 
shall  be  valid  to  all  intents  and  purposes 
as  part  of  the  Constitution  only  if  rati¬ 
fied  by  the  legislatures  of  three-fourths 
of  the  several  States  within  seven  years 
from  the  date  of  its  submission  by  the 
Congress: 

“Article  — 

“Section  1.  The  District  constituting 
the  seat  of  Government  of  the  United 
States  shall  appoint  in  such  manner  as 
the  Congress  may  direct: 

“A  number  of  electors  of  President 
and  Vice  President  equal  to  the  whole 
number  of  Senators  and  Representatives 
in  Congress  to  which  the  District  would 
be  entitled  if  it  were  a  State,  but  in  no 
event  more  than  the  least  populous 
State;  they  shall  be  in  addition  to  those 
appointed  by  the  States,  but  they  shall 
be  considered,  for  the  purposes  of  the 
election  of  President  and  Vice  President, 
to  be  electors  appointed  by  a  State;  and 
they  shall  meet  in  the  District  and  per¬ 
form  such  duties  as  provided  by  the 
twelfth  article  of  amendment. 

“Sec.  2.  The  CX)ngress  shall  have 
power  to  enforce  this  article  by  appropri¬ 
ate  legislation.” 

And,  further,  that  it  appears  from  of¬ 
ficial  documents  on  file  in  the  General 
Services  Administration  that  the  Amend¬ 
ment  to  the  Constitution  of  the  United 
States  proposed  as  aforesaid  has  been 
ratified  by  the  Legislatures  of  the  States 
of  Alaska,  Arizona,  California,  Colorado, 
Connecticut,  Delaware,  Hawaii,  Idaho, 
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Illinois,  Indiana,  Iowa,  Kansas,  Maine, 
Maryland,  Massachusetts,  Michigan, 
Minnesota,  Missouri,  Montana,  Nebras¬ 
ka,  Nevada,  New  Hampshire,  New  Jersey, 
New  Mexico,  New  York,  North  Dakota, 
Ohio,  Oklahoma,  Oregon,  Pennsylvania, 
Rhode  Island,  South  Dakota,  Tennessee, 
Utah,  Vermont,  Washington,  West  Vir¬ 
ginia,  Wisconsin  and  Wyoming. 

And,  further,  that  the  States  whose 
Legislatures  have  so  ratified  the  said 
proposed  Amendment  constitute  the  re¬ 
quisite  three-fourths  of  the  whole  num¬ 
ber  of  States  in  the  United  States. 

Now,  therefore,  be  it  known  that  I, 
John  L.  Moore,  Administrator  of  General 
Services,  by  virtue  and  in  pursuance  of 
Section  106b,  Title  1  of  the  United 
States  Code,  do  hereby  certify  that  the 
Amendment  aforesaid  has  become  valid, 
to  all  intents  and  purposes,  as  a  part  of 
the  Constitution  of  the  United  States. 

In  testimony  whereof,  I  have  here¬ 
unto  set  my  hand  and  caused  the  seal 
of  the  General  Services  Administration 
to  be  affixed. 

Done  at  the  City  of  Washington  this 
3d  day  of  April,  in  the  year  of  our  Lord 
one  thousand  nine  hundred  and  sixty- 
one. 

[SEAL]  John  L.  Moore. 

[P.R.  Doc.  61-3017;  Filed,  Apr.  3,  1961; 

10:10  a.in.] 


DEPARTMENT  OF  JUSTICE 

Office  of  the  Attorney  General 

[Order  241-61] 

ASSISTANT  ATTORNEYS  GENERAL 

Authorization  To  Accept  Offers  in 
Compromise;  Amendment 

^By  virtue  of  the  authority  vested  in 
me  by  section  161  of  the  Revised  Statutes 
(5  U.S.C.  22)  and  section  2  of  Reorgani¬ 
zation  Plan  No.  2  of  1950  (64  Stat.  1261) , 
it  is  hereby  ordered  as  follows: 

1.  Section  23(a)  of  Order  No.  175-59 
of  January  19, 1959,  as  amended  by  Order 
No.  237-61  of  March  8,  1961,  is  further 
amended  to  read  as  follows: 

(a)  Offers  which  may  he  accepted  by 
Assistant  Attorneys  General.  Each  As¬ 
sistant  Attorney  General  is  authorized, 
with  respect  to  matters  assigned  to  his 
division,  to  accept  offers  in  compromise 
of  claims  in  behalf  of  the  United  States 
in  all  cases  in  which  the  gross  amount  of 
the  original  claim  does  not  exceed 
$100,000,  and  of  claims  against  the 
United  States  in  all  cases,  or  in  admin¬ 
istrative  actions  to  settle,  in  which  the 
amount  of  the  proposed  settlement  does 
not  exceed  $100,000,  except: 

(1)  When  for  any  reason,  the  com¬ 
promise  of  a  particular  claim,  as  a  prac¬ 
tical  matter,  will  control  or  adversely 
influence  the  disposition  of  other  claims 
totaling  more  than  the  respective  amount 


designated  in  the  preceding  part  ol 
this  subsection. 

(2)  When  the  Assistant  Attorney  Gen¬ 
eral  is  of  the  opinion  that  because  of 
a  question  of  law  or  policy  presented, 
or  because  of  opposition  to  the  proposed 
settlement  by  the  agency  or  agencies 
involved,  or  for  any  other  reason,  the 
offer  should  receive  the  personal  atten¬ 
tion  of  the  Attorney  General. 

2.  Paragraph  (q)  of  section  23  of 
Order  No.  175-59  of  January  19,  I959, 
as  added  by  Order  No.  237-61  of  March 
8, 1961,  is  deleted. 

3.  Order  No.  237-61  of  March  8,  1961, 
is  superseded. 

4.  This  order  shall  be  effective  on  the 
date  of  its  publication  in  the  Federal 
Register. 

Dated:  March  29, 1961. 

Robert  F.  Kennedy, 
Attorney  General. 

[F.R.  Doc.  61-2942;  Filed,  Apr.  3,  1961; 
8:50  a.m.] 

DEPARTMENT  OF  AGRICULTURE 

Farmers  Home  Administration 

DEPUTY  ADMINISTRATOR  AND  AS¬ 
SISTANT  ADMINISTRATOR  (PRO¬ 
GRAM) 

Delegation  and  Assignment  of 
Authorities 

I.  Pursuant  to  authority  contained  in 
paragraph  116  of  Title  9  of  the  Admin¬ 
istrative  Regulations,  the  following  dele¬ 
gations  and  assignments  are  made  sub¬ 
ject  to  the  general  direction  and 
supervision  of  the  Administrator; 

A.  To  the  Deputy  Administrator,  all 
authorities,  powers,  functions,  and  duties 
that  have  been,  and  that  hereafter  may 
be  vested  in  the  Secretary  of  Agriculture 
and  delegated  and  assigned  to  die 
Administrator. 

B.  To  the  Assistant  Administrator 
(Program) ,  all  authorities,  powers,  func¬ 
tions,  and  duties  that  have  been,  and 
that  hereafter  may  be  vested  in  the 
Secretary  of  Agriculture  and  delegated 
and  assigned  to  the  Administrator,  with 
respect  to  loan  making,  servicing,  col¬ 
lection,  and  liquidation  including  the 
disposal  of  surplus  property,  except  the 
approval  of  any  loan  which  will  cause 
the  total  outstanding  principal  indebted¬ 
ness  of  a  borrower  for  all  loans  from  the 
Farmers  Home  Administration  to  exceed 
$50,000. 

n.  This  order  supersedes  the  Order  of 
the  Administrator  dated  November  13, 
1957  (22  F.R.  9263) . 

Dated:  March 30, 1961. 

Floyd  F.  Higbee, 
Acting  Administrator, 
Farmers  Home  Administration, 

[F.R.  Doc.  61-2962;  Filed,  Apr.  3,  1961; 
8:62  am.] 
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fuesday,  April  4,  1961 

Office  of  the  Secretary 
NORTH  DAKOTA 

Designation  of  Area  for  Production 
Emergency  Loans 

For  the  purpose  of  making  production 
emergency  loans  pursuant  to  section  2 
(a)  of  Public  Law  38,  81st  Congress  (12 
U.S.C.  1148a-2(a)),  as  amended,  it  has 
b^n  determined  that  in  the  following 
counties  in  the  State  of  North  Dakota  a 
production  disaster  has  caused  a  need 
for  agricultulral  credit  not  readily  avail¬ 
able  from  commercial  banks,  cooperative 
lending  agencies,  or  other  responsible 
sources. 

North  Dakota 

2ddy.  Pembina. 

Foster.  Ramsey. 

Nelson.  Walsh. 

Pursuant  to  the  authority  set  forth 
above,  production  emergency  loans  will 
not  be  made  in  the  above-named  coun¬ 
ties  after  Jime  30,  1961,  except  to  appli¬ 
cants  who  previously  received  such  assis¬ 
tance  and  who  can  qualify  under  estab¬ 
lished  pohcies  and  procedures. 

Done  at  Washington,  D.C.,  this  29th 
day  of  March  1961. 

Orville  L.  Freeman, 

Secretary. 

(PR.  Doc.  61-2926;  Plied,  Apr.  3,  1961; 
8:47  a.m.] 


CIVIL  AERONAUTICS  BOARD 

[Docket  12231] 

PAKISTAN  INTERNATIONAL  AIRLINES 
CORP. 

Notice  of  Hearing 

Notice  is  hereby  given,  pursuant  to  the 
provisions  of  the  Federal  Aviation  Act  of 
1958,  as  amended,  that  hearing  in  the 
above-entitled  matter  is  assigned  to  be 
held  on  April  18,  1961,  at  10:00  a.m.,  in 
Room  725  of  the  Universal  Building,  1825 
Conneticut  Avenue  NW.,  Washington, 
D.C.,  before  Examiner  Merritt  Ruhlen. 

Dated  at  Washington,  D.C.,  March  29, 
1961. 

[SEAL]  Merritt  Ruhlen, 

Hearing  Examiner. 

(P.R.  Doc.  61-2946;  Piled,  Apr.  3,  1961; 
8:51  a.m.] 


FEDERAL  REGISTER 

$15,030.  The  increases  are  effective  the 
first  day  of  the  first  pay  period  which 
begins  after  April  4,  1961,  and  apply  to 
these  positions  at  Sandusky,  Ohio. 

United  States  Civil  Serv¬ 
ice  Commission, 

[SEAL]  Mary  V.  Wenzel, 

Executive  Assistant  to 
the  Commissioners. 

[P.R.  Doc.  61-2929;  Plied,  Apr.  3.  1961; 
8:47  a.m.] 


CIVIL  SERVICE  COMMISSION 

CERTAIN  NUCLEAR  ENGINEERING 
POSITIONS  AT  SANDUSKY,  OHIO 

Notice  of  Increases  In  Minimum  Rates 
of  Pay 

Under  the  provisions  of  section  803  of 
the  Classification  Act  of  1949,  as 
amended  (68  Stat.  1106;  5  U.S.C.  1133), 
pursuant  to  5  CFR  25.103,  25.105,  the 
Commission  has  increased  the  minimum 
rate  of  pay  for  positions  at  GS-14  and 
GS-15  in  Nuclear  Engineering  Series, 
GS-840-0,  The  new  rate  for  GS-14  has 
oeen  set  at  $13,510  and  for  GS-15  at 


FEDERAL  AVIATION  AGENCY 

[OE  Docket  No.  61-KC-26] 

PROPOSED  CONSTRUCTION  OF 
RADIO  TOWER 

Notice  of  No  Airspace  Objection 

The  Federal  Aviation  Agency  has 
circularized  the  following  proposal  to 
the  aviation  industry  for  comment  and 
has  conducted  an  aeronautical  study  to 
determine  its  effect  upon  the  utilization 
of  airspace: 

Mr.  Norman  Kightlinger,  Hutchinson, 
Kansas,  proposes  to  construct  a  radio 
antenna  structure  near  Hutchinson, 
Kansas,  at  latitude  38'03'05"  north, 
longitude  97‘’46'27"  west.  The  overall 
height  of  the  structure  would  be  2,032 
feet  above  mean  sea  level  (507  feet  above 
ground). 

No  aeronautical  objections  were  re¬ 
ceived  in  response  to  the  circularization. 
The  aeronautical  study  by  the  Agency 
revealed  that  the  proposed  structure 
would  have  no  adverse  effect  upon  aero¬ 
nautical  operations,  procedures  or  mini¬ 
mum  flight  altitudes. 

Therefore,  I  find  that  this  proposed 
structure  at  the  location  and  mean  sea 
level  elevation  specified  herein  would 
have  no  adverse  effect  upon  aeronautical 
operations,  procedures  or  minimum  flight 
altitudes  and  conclude  that  no  objection 
thereto  from  an  airspace  utilization 
standpoint  be  interposed  by  the  Agency, 
provided  that  the  structure  be  obstruc¬ 
tion  marked  and  lighted  in  accordance 
with  applicable  rules  and  standards. 

This  finding  will  be  effective  upon  the 
date  of  its  publication  in  the  Federal 
Register. 

Issued  in  Washington,  D.C.,  on  March 
29,  1961. 

D.  D.  Thomas,  , 
Director,  Bureau  of 
Air  Traffic  Management. 

[F.R.  Doc.  61-2964;  Filed,  Apr.  3,  1961; 
8:53  a.m.] 


'  (OE  Docket  No.  61-KC-21] 

PROPOSED  ALTERATION  OF  RADIO 
ANTENNA  STRUCTURE 

•  Notice  of  No  Airspace  Objection 

The  Federal  Aviation  Agency  has  cir¬ 
cularized  the  following  proposal  to  the 
aviation  industry  for  comment  and  has 
conducted  an  aeronautical  study  to  de¬ 
termine  its  effect  upon  the  utilization 
of  airspace: 

The  Michigan  Bell  Telephone  Com¬ 
pany,  Detroit,  Michigan,  proposes  to  in¬ 


crease  by  19  feet  the  overall  height  of 
an  existing  radio  antenna  structure  near 
Hessel,  Michigan,  at  latitude  46°04'57" 
north,  longitude  84*24'27"  west.  The 
new  overall  height  of  the  structure  would 
be  1,269  feet  above  mean  sea  level  (369 
feet  above  ground). 

No  aeronautical  objections  were  re¬ 
ceived  in  response  to  the  circularization. 
The  aeronautical  study  by  the  Agency 
disclosed  that  the  proposed  structure 
would  penetrate  the  outer  conical  sur¬ 
face  of  the  “Joint  Industry /Government 
Tall  Structures  Committee”  criteria  as 
applied  to  the  Hessel  Airport,  Hessel, 
Michigan,  by  140  feet.  This  factor  is 
not  in  itself  disqualifsdng  but  indicates 
a  requirement  for  an  aeronautical  study. 
In  this  instance,  the  study  revealed  that 
there  would  be  no  substantial  adverse 
effect  upon  aeronautical  operations,  pro¬ 
cedures  or  minimum  fiight  altitudes. 

Therefore,  I  find  that  this  proposed 
increase  in  structure  height  to  the  mean 
sea  level  elevation  specified  herein  would 
have  no  adverse  effect  upon  aeronautical 
operations,  procedures  or  minimum 
fiight  altitudes  and  conclude  that  no 
ozjection  thereto  from  an  airspaoe  uti¬ 
lization  standpoint  be  interposed  by  the 
Agency,  provided  that  the  structure  be 
obstruction  marked  and  lighted  in  ac¬ 
cordance  with  applicable  rules  and 
standards. 

This  finding  will  be  effective  upon  the 
date  of  its  publication  in  the  Federal 
Register. 

Issued  in  Washington,  D.C.,  on  March 
29,  1961. 

D.  D.  Thomas, 
Director,  Bureau  of 
Air  Traffic  Management. 

(P.R.  Doc.  61-2965;  Piled,  Apr.  8,  1961; 
8:53  am.] 

[OE  Docket  No.  61-KO-23] 

PROPOSED  ALTERATION  OF  RADIO 
ANTENNA  STRUCTURES 

Notice  of  No  Airspace  Objection 

The  Federal  Aviation  Agency  has  cir¬ 
cularized  the  following  proposals  to  the 
aviation  industry  for  comment  and  has 
conducted  aeronautical  studies  to  de¬ 
termine  their  effect  upon  the  utilization 
of  airspace: 

The  Michigan  Bell  Telephone  Com¬ 
pany,  Detroit,  Michigan,  proposes  to  in¬ 
crease  by  19  feet  the  overall  height  of 
each  of  the  following: 

1.  An  existing  radio  antenna  structure 
near  Champion,  Michigan,  at  latitude 
46®30'29''  north,  longitude  87°58'07'' 
west.  The  new  overall  height  of  the 
structure  would  be  2,050  feet  above  mean 
seal  level  (269  feet  above  ground) . 

2.  An  existing  radio  antenna  structure 
near  Herman,  Michigan,  at  latitude 
46“40'23"  north,  longitude  88‘’22'06" 
west.  The  new  overall  height  of  the 
structure  would  be  2,119  feet  above  mean 
sea  level  (319  feet  above  ground). 

3.  An  existing  radio  antenna  structure 
near  Blaney  Park,  Michigan,  at  latitude 
46®06'09"  north,  longitude  85°51'40" 
west.  The  new  overall  height  of  the 
structure  would  be  1,129  feet  above  mean 
sea  level  (369  feet  above  ground). 
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No  aeronautical  objections  were  re¬ 
ceived  in  response  to  the  circulariza- 
tions.  The  aeronautical  studies  by  the 
Agency  revealed  that  the  proposed 
structure  height  increases  would  have 
no  adverse  effect  upon  aeronautical  op¬ 
erations,  procedures  or  minimum  flight 
altitudes. 

Therefore,  I  find  that  these  proposed 
increases  in  structure  heights  to  the 
mean  sea  level  elevations  specified 
herein  would  have  no  adverse  effect  upon 
aeronautical  operations,  procedures  or 
minimum  fiight  altitudes  and  conclude 
that  no  objection  thereto  from  an  air¬ 
space  utilization  standpoint  be  inter¬ 
posed  by  the  Agency,  provided  that  the 
structiues  be  obstruction  marked  and 
lighted  in  accordance  with  applicable 
rules  and  standards. 

This  finding  will  be  effective  upon  the 
date  of  its  publication  in  the  Federal 
Register. 

Issued  in  Washington,  D.C.,  on  March 
29.  1961. 

D.  D.  Thomas, 
Director,  Bureau  of 
Air  Traffic  Management. 

[FJl.  Doc.  61-2966:  Filed,  Apr.  3,  1961; 

8:53  a.m.l 

[OE  Docket  No.  61-LA-l] 

CONSTRUCTION  OF  RADIO 
ANTENNA  STRUCTURE 

Notice  of  No  Airspace  Objection 

Hie  Federal  Aviation  Agency  has  cir¬ 
cularized  the  following  proposal  to  the 
aviation  industry  for  comment  and  has 
conducted  an  aeronautical  study  to  de¬ 
termine  its  effect  upon  the  utilization  of 
airspace: 

Gtorden  Broadcasting  of  San  Fran¬ 
cisco,  Inc.,  San  Francisco,  California, 
proposes  to  erect  a  radio  antenna  struc¬ 
ture  near  Sausalito,  California,  at  lati¬ 
tude  37*50'58"  north,  longitude  122®- 
29'56"  west.  The  overall  height  of  the 
structure  is  1,378  feet  above  mean  sea 
level  (303  feet  above  groimd  level). 

No  substantial  aeronautical  objec¬ 
tions  were  received  as  a  result  of 
circularization. 

The  aeronautical  study  made  by  the 
Agency  determined  that  the  proposed 
structure  would  exceed  the  applicable 
criteria  of  the  “Joint  Industry  Govern¬ 
ment  Tall  Structures  Committee  Final 
Report”  as  applied  to  several  airports  in 
the  vicinity  of  the  site,  as  follows: 

1.  It  would  be  located  approximately 
2  statute  miles  south  of  the  Commodore 
Aviation  Seaplane  Base,  and  would  pene¬ 
trate  the  horizontal  surface  by  approxi¬ 
mately  1,228  feet.  TraflBc  patterns  for 
this  Base  are  over  water  and  would  not 
be  adversely  affected  by  the  proposed 
structure. 

2.  It  would  be  located  approximately 
14.3  statute  miles  south  of  the  Hamil¬ 
ton  Air  Force  Base,  and  would  penetrate 
the  outer  conical  surface  by  403  feet. 

3.  It  would  be  located  approximately 
11  statute  miles  northwest  of  the  Ala¬ 
meda  Naval  Air  Station,  and  would 
penetrate  the  outer  conical  surface  by 
approximately  577  feet. 


4.  It  would  be  located  approximately 
10.3  statute  miles  northwest  of  the 
Chatfield  Seaplane  Base,  and  would 
penetrate  the  outer  conical  surface  by 
approximately  619  feet. 

5.  It  would  be  located  approximately 
3.7  miles  northwest  of  the  Crissy  Army 
Air  Field,  and  would  penetrate  the  outer 
conical  surface  by  approximately  794 
feet. 

These  factors  in  themselves  are  not 
disqualifying,  but  indicate  a  requirement 
for  aeronautical  study.  In  this  instance, 
the  study  revealed  that  there  would  be  no 
substantial  adverse  effect  upon  aero¬ 
nautical  operations,  procedures  or  mini¬ 
mum  fiight  altitudes.  The  terrain  at 
the  proposed  antenna  site,  being  approxi¬ 
mately  1,075  feet  MSL,  itself  exceeds  the 
JIGTSC  criteria  applied  to  the  above 
airport. 

Therefore,  I  find  that  this  proposed 
structure  at  the  location  and  mean  sea 
level  elevation  specified  herein,  would 
have  no  substantial  adverse  effect  upon 
aeronautical  operations,  procedures  or 
minimum  fiight  altitudes  and  conclude 
that  no  objection  thereto  from  an  air¬ 
space  utilization  standpoint  be  inter¬ 
posed  by  the  Agency,  provided  that  the 
structure  will  be  obstruction  marked  and 
lighted  in  accordance  with  applicable 
rules  and  standards. 

This  finding  will  be  effective  upon  the 
date  of  publication  in  the  Federal 
Register. 

Issued  in  Washington,  D.C.,  on  March 
29. 1961. 

D.  D.  Thomas, 
Director,  Bureau  of 
Air  Traffic  Management. 

IF.R.  Doc.  61-2967;  Filed.  Apr.  3,  1961; 

8:53  a.m.] 

[OE  Docket  No.  61-KC-161 

PROPOSED  CONSTRUCTION  OF 
RADIO  TOWER 

Notice  of  No  Airspace  Objection 

The  Federal  Aviation  Agency  has  cir¬ 
cularized  the  following  proposal  to  the 
aviation  industry  for  comment  and  has 
conducted  an  aeronautical  study  to  de¬ 
termine  its  effect  upon  the  utilization  of 
airspace : 

The  U.S.  Army  Engineer  District, 
Corps  of  Engineers,  Rock  Island,  Illinois, 
proposes  to  construct  a  radio  antenna 
structure  near  Pella,  Iowa,  at  latitude 
41®22'00"  north,  longitude  92®59'20" 
west.  The  overall  height  of  the  structure 
would  be  1,125  feet  above  mean  sea  level 
(295  feet  above  ground). 

No  aeronautical  objections  were  re¬ 
ceived  in  response  to  the  circularization. 
The  aeronautical  study  by  the  Agency 
revealed  that  the  proposed  structure 
would  have  no  adverse  effect  upon  aero¬ 
nautical  operations,  procedures  or  mini¬ 
mum  fiight  altitudes. 

Therefore,  I  find  that  this  proposed 
structure  at  the  location  and  mean  sea 
level  elevation  specified  herein  would 
have  no  adverse  effect  upon  aeronautical 
operations,  procedures  or  minimum 
flight  altitudes  and  conclude  that  no  ob¬ 
jection  thereto  from  an  airspace  utiliza¬ 


tion  standpoint  be  Interposed  by  the 
Agency,  provided  that  the  structure  be 
obstruction  marked  and  lighted  in  ac. 
cordance  with  applicable  rules  and 
standards. 


This  finding  will  be  effective  upon  the 
date  of  its  publication  in  the  Federal 
Register. 


Issued  in  Washington,  D.C.,  on  March 
29,  1961. 


D.  D.  Thomas, 
Director,  Bureau  of 
Air  Traffic  Management. 


[F.R.  Doc.  61-2968;  Filed  Apr.  3,  1961; 
8:53  a.m.] 


FEDERAL  COMMUNICATIONS 
COMMISSION 

[Docket  No.  13976;  PCC  61M-542] 

ASPEN  BROADCASTING  CO. 

Order  Continuing  Hearing 

In  re  application  of  Myron  J.  Kam- 
meyer,  Edward  L.  Vestal,  and  Theodore 
B.  Gazarian,  d/b  as  Aspen  Broadcast^ 
Co.,  Aspen,  Colorado,  Docket  No.  13976, 
File  No.  BP-13082;  for  construction 
permit. 

The  Hearing  Examiner  having  under 
consideration  agreement  of  parties 
participating  at  prehearing  conference 
on  March  28,  1961,  regarding  date  for 
hearing; 

It  is  ordered.  This  28th  day  of  March 
1961,  that  the  hearing  now  scheduled  for 
April  20,  1961,  is  continued  to  June  15, 
1961,  at  10:00  a.m. 

Released;  March  29,  1961. 

Federal  Communications 
Commission, 

[seal]  Ben  F.  Waple, 

Acting  Secretary. 

[F.R.  Doc.  61-2953;  Filed,  Apr.  3,  1961; 

8:52  ajn.] 


[Docket  Nos.  13931-13933;  FCC  61M-5351 

BURLINGTON  BROADCASTING  CO. 

ET  AL. 

Order  Continuing  Hearing 

In  re  applications  of  William  S.  Hal- 
pern  and  Louis  N.  Seltzer  d/b  as  Burling¬ 
ton  Broadcasting  Company,  Burlington, 
New  Jersey,  Docket  No.  13931,  File  No. 
BP-12580;  Burlington  County  Broadcast¬ 
ing  Company,  Mount  Holly,  New  Jersey, 
Docket  No.  13932,  File  No.  BP-13871: 
John  J.  Farina,  tr/as  Mt.  Holly -Burling¬ 
ton  Broadcasting  Company,  Mt.  Holly, 
New  Jersey,  Docket  No.  13933,  File  No. 
BP-13952;  for  construction  permits. 

Pursuant  to  a  Prehearing  Conference 
as  of  this  date;  It  is  ordered.  This  28th 
day  of  March  1961,  that  there  will  be  a 
further  Prehearing  Conference  in  this 
proceeding  on  May  5,  1961,  10:00  a.m., 
in  the  Offices  of  the  Conunlssion,  Wash¬ 
ington,  D.C. 

It  is  further  ordered.  That  the  Hear¬ 
ing  now  scheduled  for  April  5,  1961,  be. 
and  the  same  is  hereby  rescheduled  for 


ft 
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fucsdny*  April  4,  1961 


June  12,  1961,  10:00  a.m.,  in  the  Offices 
of  the  Commission.  Washington,  D.C. 

Released:  March  29, 1961. 

Federal  Communications 
Commission, 

[sEALl  Ben  F.  Waple, 

Acting  Secretary. 

IFR-  Doc.  61-2954;  Filed,  Apr.  3,  1961; 

‘  ‘  8:52  a.m.l 


[Docket  Nos.  12865,  12866;  PCC  61M-540J 

CHRONICLE  PUBLISHING  CO.  (KRON- 
TV)  AND  AMERICAN  BROADCAST¬ 
ING-PARAMOUNT  THEATRES,  INC. 
(KGO-TV) 

Order  Rescheduling  Prehearing 
Conference 

In  re  applications  of  Chronicle  Pub¬ 
lishing  Company  (KRON-TV,  San  Fran¬ 
cisco,  California,  Docket  No.  12865,  File 
No.BPCT-2168;  American  Broadcasting- 
Paramount  Theatres,  Inc.  (KGO-TV), 
San  Francisco,  California,  Docket  No. 
12866,  Pile  No.  BPCT-2401 ;  for  construc¬ 
tion  permits  to  increase  antenna  heights. 

Upon  the  Hearing  Examiner’s  own 
motion,  because  of  a  conflict  in  hearing 
schedules:  It  is  ordered,  This  28th  day 
of  March  1961,  that  the  Prehearing  Con¬ 
ference  now  scheduled  for  June  13,  1961, 
be,  and  the  same  is  hereby  rescheduled 
for  June  9, 1961, 10:00  a.m.,  in  the  Offices 
of  the  Commission,  Washington,  D.C. 

Released:  March  29, 1961. 

Federal  Communications 
Commission, 

[seal]  Ben  P.  Waple, 

Acting  Secretary. 

[P.R.  Doc.  61-2955;  Piled,  Apr.  3.  1961; 
8:52  a.m.] 


[Docket  Nos.  13974,  13975;  FCC  61M-541j 

RALPH  W.  HOFFMAN  AND 
ABBEVILLE  RADIO,  INC. 

Order  for  Prehearing  Conference 

In  re  applications  of  Ralph  W.  Hoff¬ 
man,  Abbeville,  Alabama,  Docket  No. 
13974,  Pile  No.  BP-13533;  Abbeville 
Radio,  Inc.,  Abbeville,  Alabama,  Docket 
No..  13975,  Pile  No.  BP-14200;  for  con¬ 
struction  permits. 

A  prehearing  conference  in  the  above- 
entitled  proceeding  will  be  held  on  Fri¬ 
day,  April  7,  1961,  beginning  at  10:00 
am.,  in  the  offices  of  the  Commission, 
Washington,  D.C.  This  conference  is 
called  pursuant  to  the  provisions  of 
§  1.111  of  the  Commission’s  rules  and  the 
matters  to  be  considered  are  those  speci¬ 
fied  in  that  section  of  the  rules. 

It  is  so  ordered.  This  the  28th  day  of 
March  1961. 

Released:  March  29.  1961. 

Federal  Communications 
Commission, 

[seal]  Ben  P.  Waple, 

Acting  Secretary. 

[PR.  Doc.  61-2956;  PUed,  Apr.  3,  1961; 

8:52  a.m.] 


[Docket  No.  14004;  FCC  61M-537] 

JACKSON  BROADCASTING  AND 
TELEVISION  CORP.  (WKHM) 

Order  Scheduling  Hearing 

In  re  application  of  Jackson  Broad¬ 
casting  and  Television  Corporation 
(WKHM),  Jackson,  Michigan,  Docket 
No.  14004,  File  No.  BP-13600;  for  con¬ 
struction  permit. 

It  is  ordered.  This  28th  day  of  March 
1961,  that  Jay  A.  Kyle  will  preside  at  the 
hearing  in  the  above-entitled  proceeding 
which  is  hereby  scheduled  to  commence 
on  May  22,  1961,  in  Washington,  D.C. 

Released;  March  29,  1961. 

Federal  Communications 
Commission, 

[seal]  Ben  P.  Waple, 

Acting  Secretary. 

IP.R.  Doc.  61-2957;  Piled.  Apr.  3,  1961; 

8:52  a.m.] 

[Docket  No.  14003;  PCC  61-378] 

KORD,  INC. 

Order  Designating  Application  for 
Hearing  on  Stated  Issues 

In  re  application  of  KORD,  Inc., 
Docket  No.  14003,  File  No.  BR-3410;  for 
renewal  of  license  of  Station  KORD, 
Pasco,  Washington. 

At  a  session  of  the  Federal  Communi¬ 
cations  Commission  held  at  its  offices  in 
Washington,  D.C.,  on  the  22d  day  of 
March  1961; 

The  Commission  having  under  consid¬ 
eration  (1)  the  above-entitled  applica¬ 
tion;  (2)  the  Commission’s  letter  of  Sep¬ 
tember  28,  1960  sent  to  the  above-named 
applicant  pursuant  to  Section  309  (b)  of 
the  Communications  Act  of  1934,  as 
amended;  (3)  the  reply  filed  by  the  ap¬ 
plicant  on  October  28,  1960;  and  (4) 
the  amendment  to  the  application  filed 
by  the  applicant  on  November  1,  1960; 
and 

It  appearing  that  in  its  letter  to  the 
applicant,  the  Commission  stated  that 
the  programming  representations  which 
had  been  made  to  the  Commission  in  the 
application  for  a  construction  permit 
varied  substantially  from  actual  pro¬ 
gramming  as  reflected  in  the  renewal  ap¬ 
plication;  that  no  time  was  devoted  to 
educational,  discussion  and  talk  pro¬ 
grams;  and  that  in  light  of  its  over-all 
programming  operations  as  reflected  by 
the  limited  scope  of  its  program  structure 
and  the  constant  interruptions  with  spot 
and  other  announcements  during  the 
broadcast  day,  the  Commission  was  un¬ 
able  to  And  that  a  grant  of  the  above 
application  would  serve  the  public  in¬ 
terest;  that  the  applicant  was  being  af¬ 
forded  the  opportunity  to  reply;  and  that 
in  said  reply,  the  applicant  set  forth  the 
facts  and  reasons  why  it  believed  that 
said  application  should  be  granted;  and 
It  further  appearing  that,  upon  due 
consideration  of  the  above  application, 
the  Commission’s  letter  of  September  28, 
1960,  and  the  applicant’s  reply  and 
amendment,  the  Commission  is  unable 
to  And  that  a  grant  of  said  application 


would  serve  the  public  interest;  that, 
therefore,  a  hearing  is  required;  and  that 
no  questions  exist  as  to  the  qualifications 
of  the  applicant  except  as  to  the  matters 
involved  in  the  issues  set  forth  below: 

It  is  ordered.  That  pursuant  to  section 
309(e)  of  the  Communications  Act  of 
1934,  as  amended,  the  instant  application 
is  designated  for  hearing  at  the  city  of 
Pasco,  Washington  at  a  time  to  be  speci¬ 
fied  in  a  subsequent  order,  upon  the  fol¬ 
lowing  issues: 

(1)  To  determine  whether,  in  light  of 
the  substantial  variance  between  appli¬ 
cant’s  programming  representations  set 
forth  in  its  application  for  a  construction 
permit  (BP-9717)  and  its  programming 
operations  during  the  past  license  period, 
the  Commission  can  rely  upon  the  appli¬ 
cant’s  present  programming  representa¬ 
tions. 

(2)  To  determine  whether,  during  the 
past  license  period,  the  applicant  has 
provided  opportunities  for  local  self-ex¬ 
pression  consistent  with  operation  in  the 
public  interest. 

(3)  To  determine,  in  light  of  the  con¬ 
centration  and  number  of  spot  and  other 
announcements  broadcast  during  the 
past  license  period,  whether  applicant’s 
program  service  was  interrupted  in  a 
manner  and  to  a  degree  so  as  to  cause  a 
deterioration  in  said  service  contrary  to 
the  public  interest. 

(4)  To  determine  whether  the  appli¬ 
cant’s  past  and  proposed  over-all  pro¬ 
gram  service  was  and  is  designed  to  meet 
the  needs  and  interests  of  the  commu¬ 
nity  it  serves. 

(5)  To  determine,  in  light  of  the  evi¬ 
dence  Ekdduced  with  respect  to  the  fore¬ 
going  issues,  whether  grant  of  the  above- 
entitled  application  would  serve  ttie  pub¬ 
lic  interest,  convenience  or  necessity. 

It  is  further  ordered,  'That,  to  avail 
itself  of  the  opportunity  to  be  heard,  the 
applicant  herein,  pursuant  to  §  1.140  of 
the  Commission’s  rules,  in  person  or  by 
attorney,  shall,  within  20  days  of  the 
mailing  of  this  order,  file  with  the  Com¬ 
mission  in  triplicate,  a  written  appear¬ 
ance  stating  an  intention  to  appear  on 
the  date  fixed  for  the  hearii^  and  pre¬ 
sent  evidence  on  the  issues  specified  in 
this  order. 

Released:  March  27,  1961. 

Federal  Communications 
Commission, 

[seal]  Ben  P.  Waple, 

Acting  Secretary. 

[F.R.  Doc.  61-2958;  Plied,  Apr.  3,  1961; 
8:52  a.m.] 


[Docket  No.  14003;  FCC  61M-536] 

KORD,  INC. 

Order  Scheduling  Hearing 

In  re  application  of  KORD,  Inc., 
Docket  No.  14003,  Pile  No.  BR-3410;  for 
renewal  of  license  of  Station  KORD, 
Pasco,  Washington. 

It  is  ordered.  This  28th  day  of  March 
1961,  that  Herbert  Sharfman  will  preside 
at  the  hearing  in  the  above-entitled  pro¬ 
ceeding  which  is  hereby  scheduled  to 
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commence  on  Jime  5,  1961,  in  Pasco, 
Washington. 

Released:  March  29,  1961. 

Federal  Communications 
Commission, 

[seal]  Ben  F.  Waple, 

Acting  Secretary. 

[PJl.  Doc.  61-2959;  Piled,  Apr.  3,  1961; 
8:52  ajn.] 

[Docket  No.  13609;  PCC  61M-545] 

MARIETTA  BROADCASTING,  INC. 

Order  Scheduling  Prehearing 
Conference 

In  the  matter  of  modification  of  li¬ 
cense  of  Marietta  Broadcasting,  Inc., 
KERO-TV,  Channel  10,  Bakersfield, 
California,  Docket  No.  13609. 

On  the  Hearing  Examiner’s  own  mo¬ 
tion:  It  is  ordered.  This  29th  day  of 
March  1961,  pursuant  to  47  CFR  1.111 
that  the  parties  or  their  counsel  in  the 
above-entitled  proceeding  are  directed 
to  appear  for  a  prehearing  conference  at 
the  offices  of  the  Commission,  Washing¬ 
ton,  D.C.,  at  10  a.m.,  on  April  6,  1961. 

In  order  to  conserve  time  counsel  are 
requested  to  confer  beforehand  with  a 
view  to  reaching  advance  agreement 
upon  such  routine  details  as  the  manner 
of  presentation,  dates  for  exchange  of 
exhibits  and  such  other  dates  as  may  be 
deemed  necessary.  In  view  of  the  design 
of  the  prehearing  conference  procedure 
to  encourage  the  formulation  of  agree¬ 
ments  by  the  parties  looking  towards  the 
elimination  of  unessentials,  so  that  hear¬ 
ing  may  proceed  with  proper  dispatch, 
it  is  requested  that  the  parties  or  their 
counsel  attend  this  conference  prepared 
fully  to  discuss — and  to  agree  upon — 
such  matters  as  will  conduce  materially 
to  the  attainment  of  this  objective. 

Released:  March  29,  1961. 

Federal  Communications 
Commission. 

[seal]  Ben  F.  Waple, 

Acting  Secretary. 

[PJl.  Doc.  61-2960;  Piled,  Apr.  3,  1961; 
8:52  a.m.] 

[Docket  No.  14005;  PCC  61M-5381 

PARKS  ROBINSON  (WISV) 

Order  Scheduling  Hearing^ 

In  re  application  of  Parks  Robinson 
(WISV) ,  Viroqua,  Wisconsin,  Docket  No. 
14005,  Kle  No.  BP-13321;  for  construc¬ 
tion  permit. 

It  is  ordered.  This  28th  day  of  March 
1961,  that  Jay  A.  Kyle  will  preside  at  the 
hearing  in  the  above-entitled  proceeding 
which  is  hereby  scheduled  to  commence 
on  May  19,  1961,  in  Washington,  D.C. 

Released:  March  29,  1961. 

Federal  Communications 
Commission, 

[seal]  Ben  F.  Waple, 

Acting  Secretary. 

[P.R.  Doc.  61-2961;  Piled,  Apr.  3,  1961; 
8:52  a.m.] 


[Docket  No.  14006;  PCC  61-413] 

AVAILABILITY  OF  VHF  TELEVISION 

CHANNELS  FOR  NON-COMMER¬ 
CIAL  EDUCATIONAL  USE 

Notice  of  Inquiry 

In  the  matter  of  making  VHF  tele¬ 
vision  channels  available  for  non¬ 
commercial  educational  use  at  New 
York,  N.Y.  and  Los  Angeles,  Calif., 
Docket  No.  14006. 

1.  Despite  the  impressive  achievement 
of  educators  in  placing  54  educational 
stations  on  the  air,  two  of  the  three 
largest  cities  in  the  country — New  York 
and  Los  Angeles — remain  without  a  non¬ 
commercial  educational  television  broad¬ 
cast  service.  This  lack  is  all  the  more 
regrettable  in  view  of  the  abundant 
resources  available  in  both  those  cities 
for  educational  television  programming 
and  the  fact  that  over  13  percent  of  the 
total  population  of  the  country  resides 
within  the  service  area  of  the  commercial 
VHF  stations  operating  in  those  cities. 

2.  Both  New  York  and  Los  Angeles 
(together  with  neighboring  communities 
and  areas)  are  served  by  seven  commer¬ 
cial  VHF  television  stations.  The  seven 
Los  Angeles  stations  all  operate  on 
channels  assigned  to  the  city  itself.  Of 
the  seven  services  at  New  York,  six  are 
provided  on  channels  assigned  to  New 
York  City  and  the  seventh  on  a  VHF 
channel  (No.  13)  assigned  to  Newark, 
New  Jersey.  The  station  occupying 
Channel  13  operates,  however,  from  an 
antenna  atop  the  Empire  State  Building 
where  the  antennas  of  the  other  six  sta¬ 
tions  are  located.  It  thus  provides  serv¬ 
ice  to  the  same  general  area  in  New  York 
and  neighboring  as  is  covered  by  the 
other  six. 

3.  In  view  of  the  incalculable  benefits 
which  non-commercial  educational  serv¬ 
ices  could  bring  to  the  vast  populations 
in  both  the  Los  Angeles  and  New  York 
areas,  the  Commission  believes  it  urgent¬ 
ly  desirable  in  the  public  interest  to 
inquire  into  available  means  by  which  it 
could  enhance  the  opportunities  for  the 
provision  of  such  services,  and  in  par¬ 
ticular  to  assess  the  possibilities  for 
attaining  this  objective  by  making  avail¬ 
able  for  non-commercial,  educational 
broadcasting  one  of  the  7  VHF  channels 
in  each  of  those  areas  now  used  for  com¬ 
mercial  broadcasting. 

4.  Comments  are  accordingly  invited 
as  to  the  methods  by  which  one  of  the 
seven  VHP  channels  at  Los  Angeles  and 
at  New  York  could  be  duly  made  avail¬ 
able  for  non-commercial,  educational 
broadcasting  in  those  areas,  and  the 
bases  on  which  it  would  be  appropriate 
to  select  the  channel  to  be  so  reassigned 
and  reserved.  This  inquiry  is  at  this  time 
confined  to  the  two  cities  of  Los  Angeles 
and  New  York,  in  view  of  the  fact  that 
there  are  no  other  cities  now  lacking  a 
VHF  non-commercial  educational  chan¬ 
nel  assignment  where  there  are  sufficient 
numbers  of  available  VHF  assignments 
to  supply  this  lack  while  still  leaving  at 
least  4  commercial  VHF  assignments  to 
provide  an  outlet  for  each  of  the  three 
national  television  networks  and  at  least 


one  competing  independent  or  non-net- 
work  station.  Moreover,  in  all  the  other 
television  markets  in  the  United  States 
with  at  least  4  VHP  assignments  there 
is  a  VHF  channel  reserved  for  non¬ 
commercial  educational  use,  except  in 
the  case  of  Washington.  D.C.  VHP  edu¬ 
cational  stations  are  operating  in  those 
cities  which  include  Albuquerque,  Boston, 
Chicago,  Dallas-Fort  Worth,  Denvwi 
Houston,  Miami,  Minneapolis -St.  Pauli 
Phoenix,  Portland,  Oreg.,  St.  Louis,  Salt 
Lake  City,  San  Francisco,  Seattle- 
Tacoma,  Tulsa,  Tampa-St.  Petersburg, 
and  Tucson. 

5.  Authority  for  the  conduct  of  this 
inquiry  is  found  in  section  403  of 
the  Commimications  Act  of  1934,  as 
amended. 

6.  Comments  herein  may  be  filed  on  or 
before  May  1,  1961,  in  an  original  and 
14  copies. 

Adopted;  March  29, 1961. 

Released:  March  29,  1961. 

Federal  Communications 
Commission,* 

[seal]  Ben  F.  Waple, 

Acting  Secretary. 

[F.R.  Doc.  61-2962;  Piled,  Apr.  3,  1061; 
8:53  a.m.] 


DEPARTMENT  OF  COMMERCE 

Federal  Maritime  Board 
LYKES  BROS.  STEAMSHIP  CO.  ET  AL. 

Notice  of  Agreements  Filed  for 
Approval 

Notice  is  hereby  given  that  the  follow¬ 
ing  described  agreements  have  been  ffied 
with  the  Board  for  approval  pursuant  to 
section  15  of  the  Shipping  Act,  1916  (39 
Stat.  733,  46  U.S.C.  814) : 

Agreement  No.  8592,  between  Lykes 
Bros.  Steamship  Co.,  and  Bremer  Ree- 
derei  Bruno  Bischoff  &  Co.  G.m.b.H., 
covers  a  through  billing  arrangement  in 
the  trade  from  Denmark  to  U.S.  Gulf 
ports,  with  transhipment  at  Bremen. 

Agreement  No.  8593,  between  Lykes 
Bros.  Steamship  Co.,  and  Ahlmann- 
Transport  K.G.,  covers  a  through  billing 
arrangement  in  the  trade  from  Denmait 
to  U.S.  Gulf  ports,  with  transhipment  at 
Bremen. 

Agreement  No.  8594,  between  Lykes 
Bros.  Steamship  Co.,  and  DeutMhe.^ 
Dampfschifffahrts-Gesellschaft  “Han- 
sa”,  covers  a  through  billing  arrange¬ 
ment  in  the  trade  from  Red  Sea,  Persian 
Gulf,  India  and  Pakistan  to  U.S.  Gulf 
ports,  with  transhipment  at  Continental 
Europe  ports. 

Agreement  No.  8596,  between  Lykes 
Bros.  Steamship  Co.,  and  Dampfschiff¬ 
fahrts-Gesellschaft  “Neptun”,  covers  a 
through  billing  arrangement  in  the 
trade  from  North  Spain  and  Portugal  to 
U.S.  Gulf  ports,  with  transhipment  at 
Antwerp. 

Agreement  No.  8597,  between  Lykes 
Bros.  Steamship  Co.,  and  Deut^e 
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nampfschifffahrts-Gesellschaft  “Han- 
covers  a  through  billing  arrange¬ 
ment  in  the  trade  from  North  Spain  and 
Portugal  to  U.S.  Gulf  ports,  with  tran¬ 
shipment  at  Hamburg. 

Agreement  No.  8598,  between  Lykes 
Bros  Steamship  Co.,  and  Dampfschif- 
fahrts-Gesellschaft  “Neptun”,  covers  a 
through  billing  arrangement  in  the  trade 
from  Sweden  to  U.S.  Gulf  ports,  with 
transshipment  at  Bremen. 

Agreement  No.  8599,  between  Lykes 
Bros.  Steamship  Co.,  and  Ahlmann- 
Traiisport  K.G.,-  covers  a  through  billing 
arrangement  in  the  trade  from  Sweden  to 
U.S.  Gulf  ports,  with  transhipment  at 
Bremen. 

Agreement  No.  8601,  between  Lykes 
Bros.  Steamship  Co.,  and  Bremer  Reede- 
rei  Brimo  Bischoff  &  Co.  G.m.b.H.,  covers 
a  through  billing  arrangement  in  the 
trade  from  Sweden  to  U.S.  Gulf  ports, 
with  transhipment  at  Bremen. 

Agreement  No.  8603,  between  Lykes 
Bros.  Steamship  Co.,  and  Dampfschiff- 
fahrts-Gesellschaft  “Neptun”,  covers  a 
through  billing  arrangement  in  the  trade 
from  U.S.  Gulf  ports  to  North  Spain  and 
Portugal,  with  transshipment  at  Bremen. 

Agreement  No.  8604,  between  Lykes 
Bros.  Steamship  Co.,  and  Dampfschiff- 
fjdu-ts-Gesellschaft  “Neptun”,  covers  a 
through  billing  arrangement  in  the  trade 
from  U.S.  Gulf  ports  to  North  Spain  and 
Portugal,  with  transshipment  at  Ant¬ 
werp. 

Agreement  No.  8606,  between  Lykes 
Bros.  Steamship  Co.,  and  Dampfschiff- 
fahrts-Gesellschaft  “Neptun”,  covers  a 
through  billing  arrangement  in  the  trade 
from  U.S.  Gulf  ports  to  Sweden,  with 
transshipment  at  Bremen. 

Interested  parties  may  inspect  these 
agreements  and  obtain  copies  thereof  at 
the  Office  of  Regulations,  Federal  Mari¬ 
time  Board,  Washington,  D.C.,  and  may 
submit,  within  20  days  after  publication 
of  this  notice  in  the  Federal  Register, 
written  statements  with  reference  to 
these  agreements  and  their  position  as  to 
approval,  disapproval,  or  modification, 
together  with  request  for  hearing  should 
such  hearing  be  desired. 

Dated:  March  29, 1961. 

By  order  of  the  Federal  Maritime 
Board. 

Thomas  Lisi, 
Secretary. 

(PH.  Doc.  61-2921;  Piled,  Apr.  3,  1961; 

8:46  ajn.] 


REDERIET  OCEAN  A/S  AND  WEST 
COAST  LINE,  INC.,  ET  AL. 

Notice  of  Agreements  Filed  for 
Approval 

Notice  is  hereby  given  that  the  follow¬ 
ing  described  agreements  have  been  filed 
with  the  Board  for  approval  pursuant  to 
section  15  of  the  Shipping  Act,  1916  (39 
Stat.  733,  46  UB.C.  814) : 

Agreement  No.  8608,  between  Rederiet 
Ocean  A/S  and  West  Coast  Line,  Inc. 
(carriers  comprising  the  West  Coast  Line 
joint  sfervice) ,  and  A.H.  Bull  Steam^lp 
Co.,  covers  a  through  billing  arrangement 
in  the  trade  from  Chile,  Ecuador,  Peru, 
and  Colombian  Pacific  Coast  to  Puerto 


Rico,  with  transshipment  at  New  York, 
Baltimore  or  Philadelphia.  Agreement 
No.  8608,  upon  approval,  will  supersede 
and  cancel  approved  Agreement  No.  8251, 
as  amended,  between  West  Coast  Line 
and  Bull  Insular  Line,  Inc.,  in  the  same 
trade. 

Agreement  No.  8609,  between  Cia  Sud- 
americana  de  Vapores  and  A.H.  Bull 
Steamship  Co.,  covers  a  through  billing 
arrangement  in  the  trade  from  Chile  to 
Puerto  Rico,  with  transshipment  at  New 
York,  Baltimore  or  Philadelphia.  Agree¬ 
ment  No.  8609,  upon  approval,  will  super¬ 
sede  and  cancel  approved  Agreement  No. 
8452,  between  Cia  Sudamericana  de 
Vapores  and  Bull  Insular  Line,  Inc.,  in 
the  same  trade. 

Interested  parties  may  inspect  these 
agreements  and  obtain  copies  thereof  at 
the  Office  of  Regulations,  Federal  Mari¬ 
time  Board,  Washington,  D.C.,  and  may 
submit,  within  20  days  after  publication 
of  this  notice  in  the  Federal  Register, 
written  statements  with  reference  to 
these  agreements  and  their  position  as 
to  approval,  disapproval,  or  modification, 
together  with  request  for  hearing  should 
such  hearing  be  desired. 

Dated:  March  29, 1961. 

By  order  of  the  Federal  Maritime 
Board. 

Thomas  Lisi, 
Secretary. 

[F.R.  Doc.  61-2922;  Filed.  Apr.  3,  1961; 

8:46  ajn.] 


Office  of  the  Secretary 
PATENT  LICENSES 

Delegation  of  Authority  for  Issuance 

Pursuant  to  the  authority  vested  in 
the  Secretary  of  Commerce  by  Reorgan¬ 
ization  Plan  No.  5  of  1950,  the  Assistant 
Secretary  of  Commerce  for  Domestic 
Affairs  is  hereby  authorized  to  approve 
and  issue  royalty  free,  non-exclusive, 
revocable  licenses  of  Government-owned 
patents  available  from  the  Department 
of  Commerce. 

Dated:  March  28,  1961. 

Luther  H.  Hodges, 
Secretary  of  Commerce. 

[F.R.  Doc.  61-2920;  Filed,  Apr.  3,  1961; 

8:46  a.m.] 

INTERSTATE  COMMERCE 
COMMISSION 

FOURTH  SECTION  APPLICATIONS 
FOR  RELIEF 

March  30, 1961. 

Protests  to  the  granting  of  an  appli¬ 
cation  must  be  prepared  in  accordance 
with  Rule  40  of  the  general  rules  of 
practice  (49  CFR  1.40)  and  filed  within 
15  days  from  the  date  of  publication  of 
this  notice  in  the  Federal  Register. 

Long-and-Short  Haul 

PSA  No.  36998:  Iron  or  steel  billets — 
Buffalo,  N.Y.,  to  Jersey  City,  NJ.  Filed 
by  Tra^  Executive  Association-Eastern 
Railroads,  Agent  (ER  No.  2572) ,  for  the 


Erie-Lackawanna  Railroad  Company. 
Rates  on  iron  or  steel  billets,  as  de¬ 
scribed  in  the  application,  in  multiple 
carload  lots,  from  Buffalo,  N.Y.  stations, 
including  Harriet,  N.Y.,  to  Jersey  City, 
N.J. 

Grounds  for  relief :  Barge  competition 
via  New  York  State  Canal. 

Tariffs:  Supplement  35  and  47  to 
Erie-Lackawanna  Railroad  Company’s 
tariffs  LC.C.  24666  (DL&W  series)  and 
21067  (Erie  series) ,  respectively. 

FSA  No.  36999:  Substituted  service — 
NYNH&H  for  Allied  Van  Lines,  Inc. 
Filed  by  The  New  York,  New  Haven  and 
Hartford  Railroad  Company  jointly  with 
Allied  Van  Lines,  Inc.  (No.  210),  for 
themselves.  Rates  on  property  loaded  in 
highway  trailers  and  transported  on 
railroad  flat  cars,  between  Harlem  River, 
N.Y.,  on  the  one  hand,  and  specified 
points  in  Connecticut,  Massachusetts, 
and  Rhode  Island,  on  the  other;  between 
New  Haven.  Conn.,  on  the  one  hand,  and 
Boston,  Springfield,  Worcester,  Mass., 
and  Providence,  R.I.,  on  the  other;  be¬ 
tween  Boston,  Mass.,  and  New  London, 
Conn.;  and  between  Providence,  R.I.,  and 
Springfield,  Mass. 

Grounds  for  relief:  Motor- truck  com¬ 
petition. 

By  the  Commission. 

[seal]  Harold  D.  McCoy, 

Secretary. 

[F.R.  Doc.  61-2932;  Piled.  Apr.  3,  1961; 

8:48  a.m.] 


[Notice  474] 

MOTOR  CARRIER  TRANSFER 
PROCEEDINGS 

March  30, 1961. 

Synopses  of  orders  entered  pursuant 
to  section  212(b)  of  the  Interstate  Com¬ 
merce  Act.  and  rules  and  regulations 
prescribed  thereunder  (49  CFR  Part 
179) ,  appear  below: 

As  provided  in  the  Commission’s  gen¬ 
eral  rules  of  practice  any  interested 
person  may  file  a  petition  seeking  recon¬ 
sideration  of'  the  following  numbered 
proceedings  within  30  days  from  the  date 
of  service  of  the  order.  Pursuant  to  sec¬ 
tion  17(8)  of  the  Interstate  Commerce 
Act,  the  filing  of  such  a  petition  will 
postpone  the  effective  date  of  the  order 
in  that  proceeding  pending  its  disposi¬ 
tion.  The  matters  relied  upon  by  peti¬ 
tioners  must  be  specified  in  their  peti¬ 
tions  with  particularity. 

No.  MC-FC  63675.  By  order  of  March 
24,  1961,  Division  4,  approved  the  trans¬ 
fer  to  Alto  Van  Lines,  Inc.,  Dallas.  Tex., 
of  Certificates  in  Nos.  MC  110859,  MC 
110859  Sub  2.  MC  110859  Sub  3,  and  MC 
110859  Sub  5,  issued  November  29,  1950, 
January  13, 1950,  November  21, 1950,  and 
January  2,  1952,  respectively,  to  Conti¬ 
nental  Transfer  &  Storage  Co.,  Inc.  Dal¬ 
las,  Tex.,  authorizing  the  transportation 
of :  Household  goods,  from,  to,  or  between 
specified  points  in  Texas.  Arkansas, 
Oklahoma,  Ohio,  Pennsylvania,  New 
York,  Connecticut,  Delaware,  Illinois, 
Indiana,  Kentucky,  Maine,  Maryland, 
Massachusetts.  Michigan,  Missouri,  New 
Jersey,  Rhode  Island,  Tennessee,  Vir¬ 
ginia,  West  Virginia,  Wisconsin,  Louisi¬ 
ana,  and  the  District  of  Columbia;  and. 
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household  goods  and  used  office 
fixtures,  from,  to,  or  between  specified 
points  in  Arkansas,  Alabama,  Georgia, 
Illinois,  Indiana,  Kansas,  Kentucky, 
Loiiisiiuia,  Miclfigan,  Mississippi,  Mis¬ 
souri,  Nebraska,  Ohio,  Oklahoma,  Ten¬ 
nessee,  Texas,  North  Carolina,  and  South 


Carolina;  and,  new  household  furnish¬ 
ings,  uncrated,  between  Cleveland,  Ohio, 
on  the  one  hand,  and,  on  the  other,  Bal¬ 
timore,  M<L;  points  in  New  York,  Penn¬ 
sylvania,  and  those  in  the  Chicago,  Bl., 
Commercial  Zone.  Reagan  Sayers,  Cen¬ 
tury  Life  Building,  Forth  Worth  2,  Tex., 


and  Jack  Keller,  1138  National  Building, 
Dallas,  Tex.,  attorneys  for  applicants. 

[seal]  Harold  D.  McCot, 

Secretary. 

(F.R.  Doc.  61-2933;  Filed,  Apr.  S,  196i- 
8:48  a.in.] 
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